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10400 Detrick Avenue

\ HOUSWG Kensington, Maryland 20895-2484
OPPORTUNITIES (240) 773.9000
*COMMISSION

OF MONTGOMERY COUNTY, MD

January 23, 2009

Members of the Commission
Housing Opportunities Commission of Montgomery Ggun

We are pleased to present the Housing Opportuniiesimission of Montgomery County (HOC or
Commission) Comprehensive Annual Financial Rep8AKRR) for the fiscal year ended June 30, 2008. The
report was prepared by the Commission’s Finandé atal was audited by the independent public acttiogn
firm of Clifton Gunderson, LLP.

The data presented in this report are the respétysif the management of the Commission. Tolblest of our
knowledge and belief, the data presented are aecurall material respects, are presented in aneragesigned
to fairly state the financial position and reswfsoperations of the Commission, and all necesdaglosures
have been included to enable the reader to gadmplete understanding of the Commission’s finanaftirs.

The CAFR is presented in three sections: introdyctinancial and statistical. The introductorycten
includes this transmittal letter, the organizatioctzart of the Commission and a list of principffiaers. The
financial section includes the independent auditoeport on the basic financial statements, managgis
discussion and analysis, the basic financial stamesn supplementary information and the componeiitsu
financial statements. The statistical section gmess on a multiyear basis, selected financial @ewographic
information for the Commission and Montgomery Cgunt

This report includes all funds and component uaitthhe Commission. The Commission’s financial etatnts
include five enterprise funds: General Fund, Opputy Housing Fund, Public Fund, Single Family Bdsaghd,
and the Multi-Family Bond Fund. In addition, 18vancome housing tax credit partnerships (LIHTCg ar
consolidated and presented as a discretely preseateponent unit in the financial statements.

In 1966, the Montgomery County Council activateel Housing Authority of Montgomery County (HAMC)n |
1974, parallel State and County legislation wastththat established a broader housing missiothéoCounty
and restructured HAMC into the Housing Opportusit@mmission of Montgomery County, Maryland (HOC).
HOC is an independent agency and component uMioofgomery County.

The governing body of HOC is the Board of Commiseis and is comprised of seven members, who are
appointed by the County Executive and approved Hgy €County Council. The Commission appoints an
Executive Director to administer the affairs of tB®mmission. The primary sources of funding foe th
Commission are Housing Assistance Payments andicPhlolusing operating subsidy funded by the U.S.
Department of Housing and Urban Development, dngllrental income earned by Commission owned
properties and interest on mortgage and construdbans earned by the Single Family and Multi-Fgmil
mortgage loan portfolios. The mission of the Cossiun is to provide affordable housing and supperti
services that enhance the lives of low- and modéretome families and individuals throughout Momtgoy
County, Maryland. To accomplish these objectitvies,Commission participates in a number of progratmgh

are discussed in the Management’s Discussion aialysis and in the Notes to Financial Statementsaecof
this report.



Economic Condition and Outlook

The economic condition in the Montgomery County Wand area typically out performs the national trewen
during these difficult economic times. Constructaxtivity is stable and there has been a decelarit
housing price declines. Through November 2008mpleyment rates in Montgomery County were 3.2%
compared to 4.5% in Maryland and 6.1% in the UnB&ates. Although this is an increase of 18.5%nwhe
compared to 2.7% unemployment a year ago in Mongggi@ounty, it is significantly less than Marylaad
the United States overall which saw a 25% and 3@%ease, respectively from one year ago.

The Commission’s financial position is affectedssyeral factors: including the real estate remdl a
homeownership markets, the housing bond market,Ith€C market and Federal appropriations for baid t
Housing Choice Voucher program and Public Housimgrations and modernization. During fiscal yead&0
the Commission issued or remarketed $88 millio8imgle Family bonds and $48 million in Multi-Family
bonds. The ability to issue Housing Revenue bamtise later part of calendar year 2008 and thénoég of
2009 both for multi-family and single family dweillis has been severely hampered by the current éono
recession. Outside investors looking to invedtITC projects are virtually nonexistent since thésvestors
are no longer looking for tax credits to offsetane. In addition, the rental market for markeg fatoperties
remains in a slump as a result of overproductiomuliti-family apartments and condominiums. HUD tounes
to fund Public Housing at less than 100% of thedperating subsidy required for operations andtte first,
time the Housing Choice Voucher program was furate®8b% of the required operating amount. The irhpac
the current economic recession is expected tormaoatihrough the remainder of calendar year 2009.

Despite the current economic condition, the Comimissontinues to remain innovative and flexiblétin
approach to serving our residents. During fiseary2008, the Commission opened two customer sececters
which are easily accessible through public trartgpion and provide a more convenient and all inekis
alternative for many of our residents. The Cominisalso opened its waitlist for both the Publicudimg and
Housing Choice Voucher programs during 2008. Tumahler of applicants between the two programs is
estimated to be 30,000 indicating the need forrdéfble housing may be greater than ever. Thewax¢ of
foreclosures is predicted to occur in 2009 and 2046€n Option/ARM loans reset causing more foreaiesu
This has also affected landlords participatinghim Housing Choice Voucher program with approxinya4é€l
tenants displaced due to landlord foreclosures.

The Commission believes that its acquisition amdibditation efforts create strong communities aadtribute
to the overall economic well being of Montgomeryu@ty. During fiscal year 2008, construction was pated
on four multi-family apartment buildings. First,d@loPointe a multi-family dwelling located in Wheat
Maryland was completed. MetroPointe was a groymdanstruction project consisting of 173 mixed imeo
units. MetroPointe sits atop a metro station amdides convenient access to transportation faeggents. Of
the 173 units, 53 are LIHTC units and 120 are ntaide units. The second project completed dufvg2008
was Dale Drive Apartments located in Silver Sptibgryland. Dale Drive Apartments consists of 10 sinit
designed to house chronically homeless individu@lse third renovation project completed was Seftidge a
public housing multi-family dwelling consisting @i units. Lastly, Forest Oak Towers Apartmentglderly
LIHTC property consisting of 175 units was complete

In November 2008, the Commission entered into tnpeship with Montgomery County to renovate andveot
49 apartments known as Kings Farm Village into iandée housing. These units will be renovated and as
condominiums to employees of Montgomery Countyriretiort to provide affordable housing to employeés
the county. In addition, the Commission in conjiort with Montgomery County, purchased two progerinf a
planned three purchases in Takoma Park, Marylandhwiill be renovated and rented to low-to-moderate
income families.

The Commission also continues renovation efforieha Metropolitan and Pooks Hill High Rise, two ketr
rate rental apartments located in Bethesda, Madylaudditionally, the Commission has planned retioves
and upgrades for several Public Housing propettieaigh use of capital funds.



The Commission will also continue to access thedboarket and look for opportunities to issue Hogsin
Revenue bonds in an effort to continue adding d#fble housing units as well as maintaining existinigs
through renovation and capital improvements.

Financial Information

The Commission’s management is responsible fobksiéng and maintaining a proper internal control
structure to safeguard its assets and ensure aoogpudata is accurately stated and presented ifirthecial
statements in conformity with generally accepterbaating principles. So the cost of internal colstidoes not
outweigh the benefit, the internal control struetprovides reasonable assurance rather than abdsslstirance
that these objectives are met. As managementss&rtahat to the best of our knowledge and belies,
financial report is complete and reliable in allterél respects.

The Commission is a recipient of Federal and Cograyts and must ensure the proper internal cosiimotture
for compliance with applicable laws and regulaticgiated to these programs. The federal prograensubject
to periodic review by an internal Federal Progr&ngsion as well as an internal auditor.

Single Audit: In compliance with A-133, the Comsiin is subject to an annual audit of all federal
expenditures in excess of $500,000 to be perfotmyegh independent public accounting firm. The &irgudit
was performed by Clifton Gunderson LLP for the yeaded June 30, 2008 with no material weaknesses or
significant deficiencies noted in the internal ecohbver financial reporting or the programs revéelv The
Commission’s Single Audit is available under sefmcaver.

Budgeting Process: The Commission, on an annua lmesonjunction with Division Heads and Executive
Staff, prepares an annual agency-wide budget bgrttapnt and program. The annual budget is sulaititiéhe
Executive Director for approval and then presemtettie Budget, Finance & Audit Committee (BF&A, ubset
of the full Commission) and subsequently to the @dmmission. Both groups must approve the anbudget.
The Commission is no longer required to submitramual budget to HUD for the Housing Choice Voucher
program but is required to submit a budget forRhbblic Housing operating subsidy. During the ybadget
amendments are presented to the BF&A Committegr@n@ommission for approval. Each Division Directo
or program head is responsible for monitoring ddtwaudget performance. On a quarterly basisgbtitb
actual reports are prepared and presented to hetBR&A Committee and the Commission.

Component Units: The authority has 18 discretespnted component units which consist of LIHTC tiaahi
partnerships. Each LIHTC limited partnership isdmap of a property or series of properties whiaivige
rental housing to qualified tenants. As the 15rygale for maintaining the LIHTC partnerships agpiunits
are donated to the Commission by the limited pastn&hese units are typically absorbed into themm@dssion’s
Opportunity Housing Fund and continue to providgakhousing for the Commission target population.

Acknowledgments: The preparation of this repod be@en accomplished by the efforts of the Finance
Department in conjunction with the support of vas®ivision Heads and staff throughout the ComraissiWe
would also like to thank the Commission for theintinued support and guidance throughout the year.

Respectfully submitted,

Gail Willison
Chief Financial Officer
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Independent Auditor's Report

Board of Commissioners
Housing Opportunities Commission of
Montgomery County, Maryland:

We have audited the accompanying financial stat&nefthe business-type activities and each majod fof
the Housing Opportunities Commission of Montgom@punty, Maryland (the Commission), a component unit
of Montgomery County, Maryland, as of and for tleayended June 30, 2008, which along with the gggee
discretely presented component units of the Conianissollectively comprise the Commission’s basiaficial
statements, as listed in the accompanying tabofents. These financial statements are the regpliy of
the Commission’s management. Our responsibility iexpress opinions on these financial statemeagedon
our audit. We did not audit the financial statersearftthe discretely presented component units. & ffioancial
statements were audited by other auditors whosarteefhereon have been furnished to us, and ouwmiarpon
the basic financial statements, insofar as it eslad the amounts included for the discretely priesecomponent
units, is based solely on the reports of the odloglitors. The prior year partial comparative funidimation has
been derived from the Commission’s 2007 financiatesnents, and in our report dated October 30, ,20@7
expressed an unqualified opinion on the respeétive financial statements.

We conducted our audit in accordance with audititendards generally accepted in the United Staftes o
America and the standards applicable to finanaidita contained ifGover nment Auditing Standards, issued by
the Comptroller General of the United States. Thatemdards require that we plan and perform thet &oid
obtain reasonable assurance about whether thecialastatements are free of material misstatem@mtaudit
includes examining, on a test basis, evidence stipgahe amounts and disclosures in the finarstiaiements.
An audit also includes assessing the accountingipies used and significant estimates made by ganant,

as well as evaluating the overall financial statethmgesentation. We believe that our audit and-¢iperts of the
other auditors provide a reasonable basis for pimian.

In our opinion, based on our audit and the repafrtie other auditors, the financial statementsrretl to above
present fairly, in all material respects, the retipe financial position of the business-type atitté and each
major fund, and the aggregate discretely presetdatbonent units of the Commission as of June 308 28nd
the respective changes in financial position arsth dws for the year then ended in conformity watftounting
principles generally accepted in the United StafeSmerica.

In accordance witliover nment Auditing Standards, we have also issued a report dated October Z&, @ our
consideration of the Commission’s internal contreér financial reporting and our tests of its coiapte with
certain provisions of laws, regulations, contraets] grant agreements and other matters. The pugfothat
report is to describe the scope of our testinght#rnal control over financial reporting and coraptie and the
results of that testing, and not to provide an igpinon the internal control over financial repogtior on
compliance. That report is an integral part of aitaperformed in accordance witBovernment Auditing
Sandards and should be considered in assessing the reguts audit.

1



The Management’s Discussion and Analysis on pagisoBigh 10 is not a required part of the basiariial
statements but is supplementary information redquing accounting principles generally accepted & Whnited
States of America. We have applied certain limipgdcedures, which consisted principally of inqusrief
management regarding the methods of measurememrasentation of the required supplementary inféiona
However, we did not audit the information and espreo opinion on it.

Our audit was conducted for the purpose of formangopinion on the financial statements that coreptie
Commission’s basic financial statements. The a@amying supplementary information, such as the
introductory section, supplementary informationliaged in the table of contents, and statisticaltisa are
presented for purposes of additional analysis aachat a required part of the basic financial stetets. The
accompanying supplementary information has beeresigdl to the auditing procedures applied by uthen
audit of the basic financial statements and, in apinion, based on our audit, are fairly stateclinmaterial
respects in relation to the basic financial stat@méaken as a whole. The introductory section statistical
section have not been subjected to the auditinggohares applied by us in the audit of the basianfial
statements and, accordingly, we express no opomndtem.

%WAL/A

Baltimore, Maryland
October 29, 2008



HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND

(A Component Unit of Montgomery County, Maryland)
Management's Discussion and Analysis
For the Year Ended June 30, 2008

As management of the Housing Opportunities Commmssof Montgomery County, Maryland (the
Commission), we offer readers of the Commissiomiarfcial statements this narrative overview andyaigof
the financial activities of the Commission for tyear ended June 30, 2008. We encourage readeomsider
the information presented here in conjunction vaittditional information that we have furnished ie tudited
basic financial statements and related notes. @isisussion and analysis is focused on the actvitiethe
Commission as a primary government.

Financial Highlights

The Commission’s net assets increased by $11.8omifrom $173.5 millionat June 30, 2007 to
$185.3 million at June 30, 2008.

The Commission’s current ratio (ratio of currensets to current liabilities) decreased from 1.95 at
June 30, 2007 to 1.73 at June 30, 2008. The dexligsadue to an increase in Multi-Family bonds
payable current from $6.5 million at June 30, 2@07$44 million at June 30, 2008 due to the
scheduled refinancing of the Metro Pointe bonds.

The Commission issued $138.3 million of new bormisthe Single Family Fund. A portion of the
proceeds, $86.8 milliorwas used to finance new mortgages and $49.7 milias used to refund and
redeem or pay at maturity prior bonds. The remaifib.8 million is capital accretion bonds.

The Commission issued $48.4 million of new bondstfe Multi-Family Fund. The bonds issued
were used to finance new mortgage loans.

The Commission retired and refunded bonds in theuamof $51.0 million from the single family
mortgage purchase program. The funds used to rdteebonds came from a combination of
borrowers’ prepayments of their mortgage loans,thadirawdown program.

The Commission retired bonds in the amount of $4Rom from the Multi-Family Fund. The funds
used to retire the bonds came from mortgage payreamd the issuance of 2007 Series B and 2007
Series C bonds to refund and redeem existing bonds.

Outstanding mortgage and construction loans reblvimcreased from $341.1 million at June 30,
2007 to approximately $367.3 million at June 300&0The increase is attributable to continued loan
origination activity in the Single Family Bond Fund

The amount of U.S. Department of Housing and Urbevelopment (HUD) Section 8 Housing
Assistance Payments (HAP) administered by the Casion increased slightly from $65.5 million in
fiscal year 07 to $68.1 million in fiscal year 08.

Unrealized gains on investments totaled $0.4 milifofiscal year 08 compared to unrealized los$es o
$0.8 million in fiscal year 07 due to the fluctumatiin interest rates.

3 (Continued)



HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND
(A Component Unit of Montgomery County, Maryland)

Management's Discussion and Analysis
For the Year Ended June 30, 2008

Overview of Financial Statements

This discussion and analysis is intended to sesvaara introduction to the Commission’s basic finahci
statements. The annual financial report is comgrieé three components: management’'s discussion and
analysis, the financial statements, and notesaditlancial statements.

The financial statements are designed to providders with a broad overview of the Commission’affices, in
a manner similar to a private-sector business. dlstatements are prepared in conformity with actogn
principles generally accepted in the United StafeSmerica (GAAP) as applied to governmental uoggg the
economic resources measurement focus and the h&asia of accounting. Under this basis of accagti
revenues are recognized in the period they areedammhile expenses are recognized in the periog dne
incurred. Depreciation and amortization of capdald deferred assets are recognized in the statenoént
revenues, expenses, and changes in net assets.

The statement of net assets presents informatioalloof the Commission’s assets and liabilitiesthwihe
difference between the two reported as net asSety. time, increases or decreases in net assetsenay as a
useful indicator of whether the financial positimithe Commission is improving or deteriorating.

The statement of revenues, expenses, and changes assets presents information on how the Conwoniss
net assets changed during the fiscal year.

The statement of cash flows explains the sourcédsiaes of cash during the fiscal year.

Fund Structure

The Commission maintains only proprietary fundsctsfunds are accounted for in a manner similah&t of
businesses operating in the private-sector. Prapyiefunds provide both long and short-term finahci
information. The following is a brief descriptiofithe activity accounted for in each of the majands.

Major Funds

General Fund — is the primary operating fund. There administration and overhead of the Commissson
maintained within this fund.

Opportunity Housing Fund — accounts for propertiest provide affordable housing to low and moderate
income residents. Properties owned by the Comnmigeimke up the primary assets in this fund.

Public Fund — accounts for grants from federakestand county government. These grants are uspobtide
Housing Assistance Payments and supportive serfocessidents. Activities related to Public Hougsisnd the
Housing Choice Voucher Programs are maintainedignfand.

Single Family Fund — accounts for taxable and ro@le bonds. These bonds are used to finance agertg
loans for qualifying first-time homebuyers. Therpairy assets are mortgage loans receivable anittedtcash
and investments.

Multi-Family Fund — accounts for taxable and noxatsle bonds. These bonds are used to finance the
acquisition, rehabilitation, and/or construction affordable multi-family housing. The primary assetre
mortgage loans receivable and restricted cashraredtiments.

4 (Continued)



HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND
(A Component Unit of Montgomery County, Maryland)

Management's Discussion and Analysis
For the Year Ended June 30, 2008

Component Units

Real Estate Limited Partnerships — The Commissiothé managing general partner in 18 real estatiet

partnerships. Sixteen of the partnerships havendar year ends and two have a June 30 fiscal emar
Accordingly, the amounts included for each disdyefgesented component unit that comprise the agdgee
component unit column in the combined financiatesteents are as of and for the respective year évadgall

within the year ended June 30, 2008.

Financial Analysis of the Commission as a Whole

The Commission’s total net assets in fiscal ye&82@creased by 6.8%.

Capital assets, net of related debt, are 22% ofGbmmission’s net assets. These capital assetsisae
primarily to provide housing to low-income resident

24% of the Commission’s net assets reflect cashiamekstments, which are restricted as to their 0w
preponderance of these restricted net assets edgafinance and fund low-income housing.

54% of the Commission’s net assets are not restridthese non-restricted net assets are used op#rations
of the Commission.

Housing Opportunities Commission’s Net Asse
(in millions of dollars)

2008 2007
Assets:
Current and other ass: $ 427.6 388.4
Capital asse 291.9 258.2
Mortgage and construction loans receivi 367.3 341.1
Total assets 1,086.8 987.7
Liabilities:
Current liabilities (including current portis
of long term debt and bonds payal 120.6 101.1
Noncurrent liabilities
Bonds payabl 670.8 604.1
Other liabilities 110.1 109.0
Total liabilities 901.5 814.2
Net assets:
Invested in capital assets, net of related 40.0 43 .4
Restricted for:
Debt servic 31.8 27.2
Customer deposits and otl 12.3 2.6
Closing cost assistance progr 0.7 1.0
Unrestrictel 100.5 99.3
Total net assets $ 185.3 173.5

5 (Continued)



HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND
(A Component Unit of Montgomery County, Maryland)

Management's Discussion and Analysis
For the Year Ended June 30, 2008

The primary reason for the increase in mortgage @ntstruction loans receivable is due to an inerdas
mortgage loan origination activity in the Singlenttty Bond Fund. The increase in capital assetiuis to the
transfer of MHLP Ill, IV and V and Barclay Developmt Corporation to the Opportunity Housing FuncheT
increase in non-current liabilities: bonds payabldue to the issuance of 2007 Series C, D, E arahd 2008
Series A, B, C and D.

Net assets of the Commission increased by $111&mdr 6.8%. Some key elements of this increase a

Housing Opportunities Commission’s Changes in Net gset
(in millions of dd lars)

200¢ 2007
Operating revenues:
Intergovernmental grar $ 92.3 86.8
Investment incorr 12.6 17.0
Unrealized gains (losses) on investm 0.4 (0.8
Interest on mortgages &
construction loans receival 17.3 13.7
Dwelling renta 47.2 44.7
Management fees and other inc: 9.1 10.5
Total operating revenues 178.9 171.9
Operating expenses:
Housing assistance payme 65.1 62.3
Administratior 31.5 29.7
Maintenanc 13.4 115
Depreciation and amortizati 12.3 111
Utilities 5.4 5.2
Fringe benefit 7.2 6.3
Interest expen 35.0 33.0
Other expens: 5.9 5.8
Total operating expenses 175.8 164.9
Operating income (loss) 3.1 7.0
Nonoperating revenues, net 2.4 2.5
Income (loss) before contributions 5.5 9.5
Capital contributions and transfers 6.3 3.6
Net increase (decrease) in net assets $ 11.8 13.1

6 (Continued)



HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND
(A Component Unit of Montgomery County, Maryland)

Management’s Discussion and Analysis
For the Year Ended June 30, 2008

In January 2006, HUD issued PIH Notice 2006-03 whiequires that the Annual Budget Authority (ABARt
the Commission receives be reported as incomeeisdime fiscal year regardless of the total housiisgstance
payments incurred. As of June 30, 2008 the Comamidsas recorded all ABA received as income.

State and county grants and other grants increéisedo an increase in capital grants received tfmmCounty
and an increase in the Public Housing operatingidytirom HUD.

Investment interest income decreased by $4.4 milks a result of declining interest rates received
investments in both bond funds. Unrealized gamgwestments totaled $0.4 million as comparedniealized
losses of $0.8 million in fiscal year 07. The wlized gain is a result of changing interest rdiging the fiscal
year.

Interest on mortgage and construction loans rebiviancreased by $3.6 million due to an increasehim
outstanding mortgage and construction loans rebkEvaalance in the Single Family Fund of approxete$41
million.

The following chart shows the Commission’s souraesevenue as a percentage of total revenue. Tiheapr
sources of revenue for the Commission are graots fiederal, state, and local governments, and dwell
rentals.

Sources of Revenue FY 08

B Intergovernmental grants

5%
B Investment income

O Interest on mortgages and
construction loans receivable

52% :
O Dwelling rental

7%

B Management fees and other
income

7 (Continued)



HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND
(A Component Unit of Montgomery County, Maryland)

Management’s Discussion and Analysis
For the Year Ended June 30, 2008

The following is a comparison of current and pgiear operating expenses:

Operating Expenses
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Housing Assistance ~ Administration M aintenance Depreciation and Utilities Fringe benefits Interest expense Other expenses
Payments amortization

The increase in housing assistance payments istada® increase in housing choice voucher paymemts t
landlords during fiscal year 08. The increase dmimistration expenses is attributable to increasesalary
expenses in the General Fund, Opportunity Housimgifand Public Fund.

The increase in maintenance expenses is attrieut@blincreases in salary expenses in the Generad, Fu
Opportunity Housing Fund and Public Fund and hauassociation fees in the Opportunity Housing Fund.

The increase in fringe benefits is primarily dughe initial funding of the Other Post Employmerargfits trust
account held at Montgomery County for retirees.

The increase in interest expense is a result ofl ligswes in the Single Family and Multi-Family Bdfuhds.

8 (Continued)



HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND
(A Component Unit of Montgomery County, Maryland)

Management's Discussion and Analysis
For the Year Ended June 30, 2008

Housing Opportunities Commission’s Capital Asset
Net of Accumulated Depreciatiol
(in millions of dollars)

200¢ 2007
Capital assets:
Property and equipment, net of deprecie $ 276.¢ 242.2
Capitalized lease (net of amortizati 15.5 16.C
Total capital assets, net $ 291.9 258.2

Real property is depreciated using a straightie¢hod over a 40 year period. During the yearQbmmission
acquired assets of approximately $49.2 million, levidisposing of capital assets with a net book eabf
approximately $14.7 million. The increase is ldygatributable to the transfer of MHLP 1lI, IV and and the
Barclay Development Corporation to the Opportukibusing Fund from the Component Units and the mgeh
of Aspen Court, Kings Farm Village and Jubilee Hogs Capital leases are recorded net of amortinati
explaining the decrease from the prior year.

During the coming year the Commission intends tquae Moderately Priced Dwelling Units which are
scattered throughout Montgomery County, Marylantede units are intended to serve low to moderataie
individuals and families.

The properties within the Commission’s portfoli@tlare scheduled for or currently under major réitation
during the coming fiscal year are Pooks Hill Higls€&? Metropolitan and Magruders Discovery.

Outstanding Debt

Housing Opportunities Commission’s Outstanding Dek
(in millions of dollars)

200¢ 2007
Multi-Family bond: $ 410.3 403.7
Single Family Mortgage Purchase Program b 331.9 243.9
Mortgage notes and loans pay: 44.7 40.3
Capitalized lease obligati 20.7 20.9
Loans payable to Montgomery Cou 435 34.1
Total $ 851.1 742.9

9 (Continued)



HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND
(A Component Unit of Montgomery County, Maryland)

Management's Discussion and Analysis
For the Year Ended June 30, 2008

The following are key elements of the Commissianisstanding debt as of June 30, 2008:

e $331.9 million of single family mortgage bonds adatgling. Sources of payments for the bonds are:
single family mortgages of $185.7 million and cashsh equivalents and investments of $175.5
million.

e $410.3 million of multi-family mortgage bonds owatstling. Sources of payments for the bonds are:
multi-family mortgages of $322.2 million and castgsh equivalents and investments of $132.9
million.

The outstanding debt is secured by real estate dirdt mortgages on real estate. The exceptidhdsclosing
cost assistance program.

Economic Outlook

With the issuance of Moody’s Investors Service'ghleist management quality rating for a Public Haysin
Authority, and the Commission’s very diverse ati®d — public housing authority, housing financeraxy,
developer, and housing management — the managémiéntes it has a very strong economic outlook.ré&laee
some economic factors that will require constanhiteoing, but with proper budgeting the potentiaks should
be minimal.

The Commission expects an increase in revenues firoqerty related income, and real estate actidiysh
flows from federal, state and county grants areeeteul to increase slightly as compared to fiscailr \@8.
Overall, the Commission expects an increase inatipgy revenues that will be used to increase theifg of
operating and replacement reserves.

These factors were considered in preparing the sswn’s budget for the 2009 fiscal year.
Request for information

This financial report is designed to provide a gaheverview of the Commission’s finances for albse with an
interest in its finances. Questions concerning ahyhe information provided in this report or regtsefor
additional financial information should be addresse the Comptroller, 10400 Detrick Avenue, Kensomy
Maryland, 20895.
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND
(A Component Unit of Montgomery County, Maryland)

Statement of Net Assets — Business-Type Activiied
Discretely Presented Component Units

June 30, 2008

Assets

Current assets:
Unrestrictec
Cash and cash equivale
Advances to component ur
Accounts receivable and other as
Accrued interest receivat
Mortgage and construction loans receiv

Total unrestricted current assets

Restricted cash and cash equivalents:
Restricted cash and cash equival
Current bonds payal
Customer deposi

Total restricted cash and cash equivalents
Total current assets

Noncurrent assets:
Restricted cash and cash equival
Restricted short-term investme
Restricted long-term investme

Total noncurrent restricted assets

Mortgage and construction loans receivable
Capital assets, net of deprecia

Leased property under capital lease, net of anatioiz
Loans receivable from component u

Deferred charge

Total noncurrent assets
Total assets

11

Real Estate
Limited
Partnership
Business-Typi Componeni
Activities Units
70,039,612 5,452,448
15,894,395 —
8,162,924 17,608,318
4,845,291 —
8,444,903 —
107,387,125 603766
10,664,024 —
24,022,848 —
3,794,960 690,310
38,321,8 690,310
145,868,957 23,751,076
62,657,006 9,116,667
44,313,039 —
165,988,947 —
272,958,992 169667
358,831 ,5 —
276,641,020 146,889,678
15,293,562 —
8,659,700 —
8,541,356 4,056,925
940,976,193 160,063,270
1,086,845,150 183,814,346




(A Component Unit of Montgomery County, Maryland)
Statement of Net Assets — Business-Type Activiied

Discretely Presented Component Units

June 30, 2008

Liabilities
Current liabilities:

Accrued interest payal

Customer deposits paya
Accrued interest payat
Bonds payable — curre

Noncurrent liabilities:
Bonds payabl

Deferred revent
Escrow and other depos

Net Assets

Restricted fol
Debt servic
Customer deposits and ot

Unrestrictec

HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND

Real Estate
Limited
Partnership
Business-Typi Component
Activities Units
Accounts payable and accrued liabili 11,137,598 5,197,375
198,961 4,612,079
Advances from primary governmi — 13,583,063
Loans payable to Montgomery County — cur 7,252,494 658,000
Mortgage notes and loans payable — cu 14,905,187 4,181,817
Capitalized lease obligations — cun 230,696 —
Total current unrestricted liabilities 33,724,936 28,232,334
Current liabilities payable from restricted assets:
3,299,104 602,782
12,240,287 —
71,376,097 —
Total current liabilities payable from restricteskats 86,915,488 602,782
Total current liabilities 120,640,424 28,835,116
670,793,022 —
Mortgage notes and loans pay: 29,823,148 127,972,955
Loans payable to Montgomery Cou 36,215,235 17,221,218
Capitalized lease obligatic 20,494,054 —
18,609,343 113,169
4,933,088 1,574,866
Total noncurrent liabilities 780,867,890 146,8882
Total liabilities 901,508,314 175,717,324
Invested in capital assets, net of related debt 729579 (16,727,375)
31,833,018 9,116,667
12,336,781 87,528
Closing cost assistance prog! 683,817 —
100,508,641 15,620,202
Total net assets 185,336,836 8,097,022

See accompanying notes to financial statements.
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND
(A Component Unit of Montgomery County, Maryland)

Statement of Revenues, Expenses, and Changes Ashiets —
Business-Type Activities and Discretely Presenteth@onent Units

Year Ended June 30, 2008

Real Estate
Limited
Partnership
Business-Typu Component
Activities Units
Operating revenues:
Dwelling renta $ 47,207,730 16,653,565
Investment incorr 12,594,626 —
Unrealized gains on investme 390,768 —
Interest on mortgage and construction loans rebés 17,297,737 —
Management fees and other inc« 9,115,619 496,807
U.S. Department of Housing and Urban Developmesttg
Housing Assistance Payments (H. 68,098,758 —
HAP administrative fee 5,132,533 —
Other grant 8,777,422 —
State and county grai 10,333,157 —
Total operating revenues 178,948,350 17,150,372
Operating expenses:
Housing Assistance Payme 65,088,360 —
Administratior 31,491,319 2,679,036
Maintenanc 13,443,354 3,699,613
Depreciation and amortizati 12,308,298 5,054,442
Utilities 5,381,832 1,539,627
Fringe benefit 7,176,063 531,380
Interest expen: 35,012,776 4,974,314
Other expensi 5,269,845 2,884,069
Bad debt expen 634,021 92,218
Total operating expenses 175,805,868 21,454,699
Operating income/(loss) 3,142,482 (4,304,327)
Nonoperating revenues (expenses):
Investment incorr 2,472,198 264,603
State and County grai 3,857 —
Interest on mortgage and construction loans rebés 90,832 —
Interest expen: (247,225) —
Other grant 31,034 —
Total nonoperating income 2,350,696 264,603
Income/(Loss) before contributions and transfers 95,478 (4,039,724)
Capital contributions 1,457,956 7,301,844
Transfer of MHLP lll, IV, V and Barclay Developme@brporation 4,801,834 (4,801,834)
Change in net assets 11,752,968 (1,539,714)
Total net assets, beginning of year 173,583,868 9,636,736
Total net assets, end of year $ 185,336,836 8,097,022

See accompanying notes to financial statements.
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND
(A Component Unit of Montgomery County, Maryland)

Statement of Cash Flows — Business-Type Activities
and Discretely Presented Component Units

Year Ended June 30, 2008

Cash flows from operating activities:

Receipts from custome
Mortgage principal paymen
Intergovernmental reven
Investment income receiv
Mortgage interest receiv
Payments to supplie
Payments to employe
Interest pai

Housing assistance payme

Net cash (used in) provided by operating activities

Cash flows from investing activities:

Repayments of advances to component
Repayment of advances by component |
Investments purchas

Investments so

Investment income receiv

Investment in mortgages receive
Mortgage interest receiv

Net cash (used in) provided by investing activities

Cash flows from noncapital financing activities:

Proceeds from sale of bor
Bond repaymen
Intergovernmental reven

Net cash provided by noncapital financing actigitie

Cash flows from capital and related financing atés:

Payments tor property, equipment and committechitnay fee
Proceeds from sale of property and equipi

Proceeds from new mortgage notes and loans p:
Payments on mortgage notes and loans pa

Proceeds from new loans payable to Montgomery G
Payments on loans payable to Montgomery Cc

Interest paid on mortgag

Proceeds received for FHA risk-sharing loss res

Proceeds received from capital lease obliga

Capital contributions and transt

Net cash (used in) provided by capital and related
financing activitie

Net increase (decrease) in cash and cash equisalent

Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

14

$

Real
Estate
Limited
Partnership
Business-Typ! Component
Activities units
58,883,268 31,724,507
(37,960,917) —
92,341,870 —
12,594,626 —
18,201,884 —
(40,632,043) (9,175,419)
(31,430,589) (1,797,201)
(34,499,621) (4,178,630)
(65,088,360) —
(27,589,882) 16,573,257
(895,300) 1,805,608
2,685,359 —
(112,452,736) —
74,766,564 —
2,472,198 264,603
(825,090) —
(15,974) —
(34,264,979) 2,070,211
186,638,959 —
(93,008,816) —
34,891 —
93,665,034 —
(60,802,062) (39,415,689)
14,720,238 18,100,035
33,064,254 21,546,897
(28,662,941) (15,365,183)
10,412,296 1,500,000
(1,031,027) (1,000,000)
(247,225) —
589,891 —
(221,010) —
6,259,790 2,500,010

(25,917,796)

(12,133,930)

5,892,377 6,509,538

16328 8,749,887
171,178,450 15,259,425
(Continued)



HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND

(A Component Unit of Montgomery County, Maryland)

Statement of Cash Flows — Business-Type Activities
and Discretely Presented Component Units, continued

Year Ended June 30, 2008

Real
Estate
Limited
Partnership
Business-Typ Componen
Activities Units
Reconciliation of cash and cash equivalents, encaf
to amounts in the statement of net as
Current unrestricted cash and cash equive $ 70,039,612 5,452,448
Restricted cash and cash equival¢
Restricted cash and cash equival 10,664,024 —
Current bonds payalt 24,022,848 —
Customer deposi 3,794,960 690,310
Noncurrent restricted cash and cash equive 62,657,006 9,116,667
Total cash and cash equivalents $ 171,178,450 9525
Reconciliation of operating income (loss) to nedtcprovided
by (used in) operating activitie
Operating income (los $ 3,142,482 (4,304,327)
Adjustments to reconcile operating income (losg)ebcast
provided by (used in) operating activiti
Depreciation and amortizati 12,308,298 5,054,442
Unrealized gains on investme (390,768) —
Change in assets and liabiliti
(Increase) decrease in accounts receivable and atket (12,842,740) 13,709,106
(Increase) decrease in mortgage and constructéorsloeceivable (25,418,116) —
(Increase) decrease in accrued interest rece 936,429 —
(Increase) decrease in deferred che (1,366,137) (467,989)
Increase (decrease) in accounts pay (4,310,721) 453,323
Increase (decrease) in deferred rev: (623,639) (197,586)
Increase (decrease) in accrued interest pa 463,088 795,684
Increase (decrease) in escrow and other de 511,942 1,530,604
Net cash (used in) provided by operating activities $ (27,589,882) 16,573,257
Noncash items:
Interest on capital appreciation bo $ 1,761,303 —

See accompanying notes to financial statements.
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND
(A Component Unit of Montgomery County, Maryland)

Statement of Net Assets — Enterprise Funds
June 30, 2008

(with comparative totals for June 30, 2007)

Combined Totals

Opportunity Single Family Multi-Family
Asset: General Func Housing Fund Public Fund Fund Fund Eliminations 200¢ 2007
Current assets:
Unrestrictec
Cash and cash equivale 23,370,677 23,326,709 3,098,598 19,147,572 1,096,056 — 70,039,612 73,812,544
Interfund receivable (payab (10,579,766) 21,963,445 (5,008,184) (4,933,853) (1,441,642) — — —
Advances to component ur 9,082,871 6,811,524 — — — — 15,894,395 17,393,920
Accounts receivable and other as 2,273,853 10,320,787 3,747,465 65,588 — (8,244,769) 8,162,924 11,809,722
Accrued interest receival 192,461 960,555 — 2,498,407 1,911,749 (717,881) 4,845,291 5,674,914
Mortgage and construction loans receiv 4,124,939 12,091 — 4,940,105 6,028,054 (6,660,286) 8,444,903 8,832,475
Total unrestricted current assets 28,465,035 63,395,111 7,8788 21,717,819 7,594,217 (15,622,936) 107,387,125 117523,5
Restricted cash and cash equivalents:
Restricted cash and cash equival — — 10,664,024 — — — 10,664,024 —
Current bonds payat — — — 12,174,193 11,848,655 — 24,022,848 26,469,873
Customer depos — 1,740,833 2,054,127 — — — 3,794,960 3,626,894
Other current restricted liabiliti — — — — — — — 22,951
Total restricted cash and cash
equivalent — 1,740,833 12,718,151 12,174,193 11,848,655 — 38,481,832 30,119,718
Total current assets 28,465,035 65,135,944 14,556,030 33392,0 19,442,872 (15,622,936) 145,868,957 147,643,293
Noncurrent assets:
Restricted cash and cash equival 1,145,244 6,510,118 1,218,179 17,433,465 36,350,000 — 62,657,006 61,353,811
Restricted short-term investme — — — 43,071,688 1,241,351 — 44,313,039 49,081,417
Restricted long-term investme — — — 83,644,844 82,344,103 — 165,988,947 123,143,631
Total noncurrent restricted assets 1,145,244 6,510,118 7218 144,149,997 119,935,454 — 272,958,992 233,578,859
Mortgage and construction loans receivable 371,171 13932,2 — 180,767,996 316,179,379 (151,869,282) 358,881,563 2,2583785
Capital assets, net of deprecia 7,357,749 213,981,078 63,928,857 — — (8,626,664) 276,641,020 242,199,408
Leased property under capital lease, n
amortizatiol 802,408 14,491,154 — — — — 15,293,562 15,961,648
Loans receivable from component u 8,659,700 — — — — — 8,659,700 8,950,234
Deferred charge — 4,015,319 — 3,823,348 729,233 (26,544) 8,541,356 7,175,219
Total noncurrent assets 18,336,272 252,429,968 65,147,036  8,7433841 436,844,066 (160,522,490) 940,976,193 840,116,153
Total assets 46,801,307 317,565,912 79,703,066 362,633,353 456,286,938 176,145,426) 1,086,845,150 987,759,446
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND

June 30, 2008

(with comparative totals for June 30, 2007)

(A Component Unit of Montgomery County, Maryland)

Statement of Net Assets — Enterprise Funds, coedinu

Combined Totals

Opportunity Single Family Multi-Family
General Fund Housing Func Public Fund Fund Fund Eliminations 200¢ 2007
Liabilities
Current liabilities:
Accounts payable and accrued liabili $ 1,721,487 3,075,317 2,395,265 1,218,919 10,971,379 (8,244,769) 11,137,598 31,937,860
Accrued interest payat 11,631 905,211 — — — (717,881) 198,961 291,786
Loans payable to Montgomery Count
curren 4,558,816 2,693,678 — — — — 7,252,494 4,217,218
Mortgage notes and loans payable — cu 7,477,109 14,088,364 — — — (6,660,286) 14,905,187 5,176,508
Capitalized lease obligations — curi 228,553 2,143 — — — — 230,696 221,010
Total current unrestricted liabilities 13,997,596 20,764,713 2,395,265 1,218,919 10,971,379 15,602,936) 33,724,936 41,844,382
Current liabilities payable from restricted assets:
Customer deposits paya — 1,524,203 1,774,901 — — — 3,299,104 3,089,485
Mortgage notes and loans payab
curren — — — — — — — 22,951
Accrued interest payat — — — 4,229,193 8,011,094 — 12,240,287 12,571,578
Bonds payable — curre — — — 27,021,661 44,354,436 — 71,376,097 43,539,581
Total current liabilities payable
from restricted asse — 1,524,203 1,774,901 31,250,854 52,365,530 — 86,915,488 59,223,595
Total current liabilities 13,997,596 22,288,916 4,170,166 32,469,773 63,336,909 (15,622,936 120,640,424 101,067,977
Noncurrent liabilities:
Bonds payabl — — — 304,875,136 365,917,886 — 670,793,022 604,112,190
Mortgage notes and loans pay: 1,683,917 180,008,513 — — — (151,869,282) 29,823,148 35,127,563
Loans payable to Montgomery Cou 1,770,537 34,444,698 — — — — 36,215,235 29,869,242
Capitalized lease obligatic 523,796 19,970,258 — — — — 20,494,054 20,724,750
Deferred revent 13,997,634 2,261,770 555,512 — 1,820,971 (26,544) 18,609,343 18,643,091
Escrow and other depos — — — — 4,933,088 — 4,933,088 4,630,765
Total noncurrent liabilities 17,975,884 236,68%23 555,512 304,875,136 372,671,945 (1518398, 780,867,890 713,107,601
Total liabilities 31,973,480 258,974,155 4, 7786 337,344,909 436,008,854 (167,518,762) SR 314 814,175,578
Net Assets
Invested in capital assets, net of related debt 77808 (22,735,422) 63,928,857 — — (8,628) 39,974,579 43,431,423
Restricted fol
Debt servic — 6,510,118 — 6,140,872 19,182,028 — 31,833,018 27,244,175
Customer deposits and ot — 216,630 12,120,151 — — — 12,336,781 2,580,554
Closing cost assistance progi 683,817 — — — — — 683,817 985,064
Unrestricted (deficii 6,736,202 74,600,431 (1,071,620) 19,147,572 1,096,056 — 100,508,641 99,342,652
Total net assets $ 14,827,827 58,591,757 74,977,388 25,288,444 20,278,084 (8,626,664) 185,336,836 173,583,836

See accompanying notes to financial statements.
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND
(A Component Unit of Montgomery County, Maryland)

Statement of Revenues, Expenses, and Changes fshlets — Enterprise Funds, continued
Year Ended June 30, 2008

(with comparative totals for June 30, 2007)

Opportunity Single Family Multi-Family Combined Totals
General Fund Housing Func Public Fund Fund Fund Eliminations 200¢ 2001
Operating revenues:
Dwelling renta $ 851,942 41,176,763 5,179,025 — — — 47,207,73 44,708,879
Investment inconr — — — 5,805,263 6,789,363 — 12,594,62 16,949,098
Unrealized gains (losses) on investm — — — 1,040,663 (649,895) — 390,76 (834,397)
Interest on mortgage and construction
receivabli — — — 8,867,000 16,671,492 (8,240,755) 17,297,73 13,710,886
Management fees and other inct 14,086,690 1,637,887 3,725,819 — 112,460 (10,447,237) 9,115,61! 10,485,337
U.S. Department of Housing and Urk
Development grant
Housing Assistance Payments (H. — — 68,098,758 — — — 68,098,75 65,497,448
HAP administrative fee — — 5,132,533 — — — 5,132,53: 4,260,881
Other grant — — 8,777,422 — — — 8,777,42. 7,950,894
State and County grai — — 10,333,157 — — — 10,333,15 9,147,060
Total operating revenues 14,938,632 42,814,650 01,246,714 15,712,926 22,923,420 (18,687,992) 178,948,350 171,876,086
Operating expenses:
Housing Assistance Payme — — 65,088,360 — — — 65,088,36 62,250,457
Administratior 10,118,019 8,125,199 15,607,073 2,557,462 1,645,756 (6,562,190) 31,491,31 29,693,342
Maintenanc 1,005,731 8,247,557 4,185,342 — 4,724 — 13,443,35. 11,540,628
Depreciation and amortizati 851,376 8,060,736 3,396,186 — — — 12,308,29 11,092,722
Utilities 217,479 3,345,071 1,819,282 — — — 5,381,83 5,244,849
Fringe benefit 2,866,090 663,533 3,646,440 — — — 7,176,06: 6,293,777
Interest expen: — 12,072,005 — 12,018,678 19,162,848 (8,240,755) 35,012,77 33,017,662
Other expenst 807,900 4,875,220 2,893,860 415,068 162,844 (3,885,047) 5,269,84! 5,519,503
Bad debt expen 51,514 273,607 308,900 — — — 634,02: 269,722
Total operating expenses 15,918,109 45,662,928 6,949,443 14,991,208 20,976,172 (18,687,992) 175,805,868 164,922,662
Operating income (loss) $ (979,477) (2,848,278) 01,371 721,718 1,947,248 — 3,142,482 554
(Continued)
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Nonoperating revenues (expenses):
Investment inconm
Unrealized losses on investme
Interest on mortgage and construction l¢

receivabli
Interest expen:
Other grant

State and County grai
Total nonoperating income

Income (loss) before contributions
and transfel

Capital contributions
Operating transfers in (ol

(A Component Unit of Montgomery County, Maryland)

Year Ended June 30, 2008
(with comparative totals for June 30, 2007)

HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND

Statement of Revenues, Expenses, and Changes fshlets — Enterprise Funds, continued

Transfer of MHLP IlI, IV, V and Barclay Develc

ment Corporation to Opportunity Housing Fi —

Changes in net assets

Total net assets,

beginning of yee
Total net assets, end of year

Opportunity Single Family Multi-Family Combined Totals
General Func Housing Fund Public Fund Fund Fund Eliminations 200¢ 2001
$ 1,299,949 1,010,388 161,861 — — — 2,472,198 2,510,513
14,132 76,700 — — — — 90,832 102,502
(247,225) — — — — — (247,225) (214,060)
— 31,034 — — — — 31,034 40,689
— 3,857 — — — — 3,857 51,286
1,066,856 1,121,979 1,861 — — — 2,350,696 2,490,930
87,379 (1,726,299) 4,463,132 721,718 1,947,248 — 5,493,178 9,444,354
— — 1,457,956 — — — 1,457,956 692,041
2,352,590 473,401 (1,577,593) — (1,248,398) — — —
4,801,834 — — — — 4,801,834 —
2,439,969 3,548,936 4T3, 721,718 698,850 — 11,752,968 133%6,
12,387,858 55,042,821 70,633,893 24,566,726 19,579,234 (8,626,664) 173,583,868 160,447,473
$ 14,827,827 58,591,7 74,977,388 25,288,444 20,278,084 (86829, 185,336,836 173,583,868

See accompanying notes to financial statements.
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND
(A Component Unit of Montgomery County, Maryland)

Cash flows from operating activities:
Receipts from custome
Mortgage principle payments/recei
Intergovernmental principal payments rece
Investment income receiv
Mortgage interest receiv
Receipts from interfund services provis
Payments to supplie
Payments to employe
Interest pai
Housing assistance payme
Payments to interfund services u

Net cash provided by (used in) operating activities

Cash flows from investing activities:
Repayments of advances from (to) component
Repayments of advances by component
Investments purchas
Investments so
Investment income receiv
Investment in mortgages receive
Mortgage interest receiv

Net cash provided by (used in) investing activities

Cash flows from noncapital financing activities:
Proceeds from sale of bot
Bond repaymen
Intergovenmental reven

Net cash provided by (used in)
noncapital financing activiti

Statement of Cash Flows — Enterprise Funds
Year Ended June 30, 2008
(with comparative totals for June 30, 2007)

Opportunity Single Family Multi-Family Combined Totals
General Fund Housing Fund Public Fund Fund Fund Eliminations 200¢ 007

16,380,769 33,922,176 10,670,331 — 112,460 (2,202,468) 58,883,268 51,724,614
— — — (41,865,037) (18,708,407) 22,612,527 (37,960,917) (75,816,928)

— — 92,341,870 — — — 92,341,870 86,856,283

— — — 5,805,263 6,789,363 — 12,594,626 16,949,098

— — — 9,514,024 16,953,648 (8,265,788) 18,201,884 13,541,639
3,074,817 494,555 — — — — 3,569,372 2,621,463
(4,385,900) (20,616,570) (14,485,922) (2,063,504) (1,282,615) 2,202,468 (40,632,043) (28,537,358)
(11,014,981) (5,507,240) (13,468,633) (909,026) (530,709) — (31,430,589) (28,760,229)
(3,093) (12,136,704) — (10,475,705) (20,149,907) 8,265,788 (34,499,621) (31,159,963)

— — (65,088,360) — — — (65,088,360) (62,250,457)

— — (1,835,675) (415,784) (1,317,913) — (3,569,372) (2,621,463)

4,051,612 (3,843,783) 8,133,611 (40,409,769) (18,134,080) 22,612,527 (27,589,882) (57,458,30

— (895,300) — — — — (895,300) (4,312,934)

2,685,359 — — — — — 2,685,359 72,780
— — — (108,068,952) (4,383,784) — (112,452,736) (21,133,020)

— — — 64,824,161 9,942,403 — 74,766,564 64,456,678

1,299,949 1,010,388 161,861 — — — 2,472,198 2,510,513
(992,948) 167,858 — — — — (825,090) (1,321,452)
(15,974) — — — — — (15,974) (13,634)

2,976,386 282,946 161,861 (43,244,791) 558 — (34,264,979) 40,258,931

— — — 138,255,506 48,383,453 — 186,638,959 183,860,143

— — — (51,038,816) (41,970,000) — (93,008,816) (130,780,308)

— 34,891 — — — — 34,891 91,975

— 34,891 — 87,216,690 6,413,453 — 93,665,034 53,171,810
(Continued)
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND
(A Component Unit of Montgomery County, Maryland)

Statement of Cash Flows — Enterprise Funds, cagdinu
Year Ended June 30, 2008

(with comparative totals for June 30, 2007)

Opportunity Single Family Multi-Family Combined Totals
General Func Housing Fund Public Fund Fund Fund Eliminations 200¢ 2007
Cash flows from capital and related
financing activities
Payments for property, equipment and capital fifran
fees $ (2,141,591) (46,143,536) (12,516,935) — — — (60,802,062) (20,637,687)
Proceeds from sale of property and equipi — 7,855,420 6,864,818 — — — 14,720,238 9,690,550
Proceeds from new mortgage notes and loans p: 5,436,043 27,628,211 — — — — 33,064,254 2,354,874
Payments on mortgage notes and loans pa (6,050,414) — — — — (22,612,527) (28,662,941) (545,951)
Proceeds from new loans payable to Montgomery Gt — 10,412,296 — — — — 10,412,296 464,235
Payments on loans payable to Montgomery Cc — (1,031,027) — — — — (1,031,027) (2,108,153)
Interest paid on mortgac (247,225) — — — — — (247,225) (214,060)
Proceeds received for FHA risk-sharing losses ves 589,891 — — — — — 589,891 606,075
Payment of principal on capital lease obligat (219,023) (1,987) — — — — (221,010) 605,377
Capital contributions and transf — 4,801,834 1,457,956 — — — 6,259,790 3,692,041
Net cash provided by (used in) capital and related
financing activitie (2,632,319) 3,521,211 (4,194,161) — — (22,612,527) (25,917,796) (6,092,699)
Net increase (decrease) in cash and
cash equivaler 4,395,679 (4,735) 4,101,311 3,562,130 (6,162,008) — 5,892,377 29,884,741
Cash and cash equivalents, beginning of year 2(2420 31,582,395 12,933,617 45,193,100 A9 — 165,286,073 135,401,332
Cash and cash equivalents, end of year $ 24,515,921 31,577,660 17,034,928 48,755,230 49,294,711 — 171,178,450 165,286,073
Reconciliation of cash and cash equivalents, engtaf to
amounts in the statement of net as:
Current unrestricted cash and cash equive $ 23,370,677 23,326,709 3,098,598 19,147,572 1,096,056 — 70,039,612 73,812,544
Restricted cash and cash equivale
Restricted cash and cash equival — — 10,664,024 — — — 10,664,024 22,951
Current bonds payat — — — 12,174,193 11,848,655 — 24,022,848 26,469,873
Customer deposi — 1,740,833 2,054,127 — — — 3,794,960 3,626,894
Noncurrent restricted cash and cash equive 1,145,244 6,510,118 1,218,179 17,433,465 36,350,000 — 62,657,006 61,353,811
Total cash and cash equivalents $ 24,515,921 35607 17,034,928 48,755,230 49,294,711 171,178,450 165,286,073
(Continued)
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND

Reconciliation of operating income (loss) to netlcprovided by
(used in) operating activitie
Operating income (los
Adjustments to reconcile operating income (los
net cash provided by (used in) operating activ
Depreciation and amortizati
Unrealized losses (gains) on investm
Change in assets and liabiliti
Decrease (increase) in accounts receivabl
other asse
Decrease (increase) in mortgage
construction loans receival
Decrease (increase) in accrued interest recei
Decrease (increase) in deferred che
Decrease (increase) in interfund receiv
(Decrease) increase in accounts pay
(Decrease) increase in deferred rew
(Decrease) increase in accrued interest pa
(Decrease) increase in escrow and other de|

Net cash provided by (used in)
operating activitie

See accompanying notes to financial statements.

(A Component Unit of Montgomery County, Maryland)
Statement of Cash Flows — Enterprise Funds, cagdinu
Year Ended June 30, 2008

(with comparative totals for June 30, 2007)

Opportunity Single Family Multi-Family Combined Totals
General Fund Housing Fund Public Fund Fund Fund Eliminations 200¢ 2007

$ (979,477) (2,848,278) 4,301,271 721,718 1,947,248 — 3,142,482 6,953,424
851,376 8,060,736 3,396,186 — — — 12,308,298 11,092,722

— — — (1,040,663) 649,895 — (390,768) 834,397

1,402,982 (8,389,412) 2,370,675 (5,493) 23,277 (8,244,769) (12,842,740) (345,035)
— — — (41,288,658) (6,741,985) 22,612,527 (25,418,116) (95,644,367)

— — — 652,517 258,879 25,033 936,429 (121,878)

— (555,803) — (582,907) (222,130) (5,297) (1,366,137) (370,939)

3,074,817 494,555 (1,835,675) (415,784) (1,317,913) — — —

(334,148) (593,623) 506,341 6,528 (12,140,588) 8,244,769 (4,310,721) 19,602,219
39,155 (50,798) (711,267) — 93,974 5,297 (623,639) (2,120,678)

(3,093) (64,699) — 1,542,973 (987,060) (25,033) 463,088 1,835,891

— 103,539 106,080 — 302,323 — 511,942 830,943

$ 4,051,612 (3,843,783) 8,133,611 (40,409,769) (18,134,080) 22,612,527 (27,589,882) (57,453,301)
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND

(A Component Unit of Montgomery County, Maryland)
Notes to Financial Statements
June 30, 2008

(1) Organization and Summary of Significant Accouning Policies

(@)

Description of the Commission

The Housing Opportunities Commission of Montgom@agunty, Maryland (a component unit of
Montgomery County, Maryland) (the Commission) isublic body corporate and politic established
by the State of Maryland and Montgomery County kawact as a builder, developer, financier,
owner and manager of housing for eligible partinoisaThe Commission was established as a result
of the following:

Article 44A of the Annotated Code of Maryland.

Chapter 41 of the laws of Montgomery County, Mamgdaknown as the Housing Opportunities
Act, which permits Montgomery County (the County)authorize the Commission to perform
various housing functions either through a contvéttt the County or by local law.

Specific powers of the Commission include:

Acquiring land,

Utilizing federal/state housing subsidies,

Making mortgage loans and rent subsidy payments,
Making construction loans,

Providing permanent mortgage financing,
Purchasing mortgages, and

Issuing bonds.

Housing activities sponsored by the Commissioruide!

The Public Housing Rental Program, which providesiding for low- and moderate-income
families and elderly and disabled individuals wlay ither a flat rent or a minimum of 30% of
their adjusted gross income for rent;

Home-Ownership Program, whereby families pay a mmm of 30% of their adjusted gross
income each month to the Commission. A portion of this thnpayment is placed in an
earned home-payment account, and another sumdedpia a non-routine maintenance reserve.
Once a family’s income is high enough to securecaigage, these reserve accounts can be used
for the down payment and/or closing costs. Titleh® home is then transferred to the family,
and they assume ownership of the home along withigtits and responsibilities of home
ownership;
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND
(A Component Unit of Montgomery County, Maryland)

Notes to Financial Statements
June 30, 2008

e Section 8 Housing Assistance Payments Program sspexh by the U.S. Department of Housing
and Urban Development (HUD), through which eligiplrsons may seek housing in the private
marketplace. The Section 8 Housing Choice Vouchegnam allows eligible families to obtain
adequate rental housing while paying a minimumG863f their monthly income for rent;

e Opportunity Housing Program, which is a local peogradministered by the Commission for
families of eligible income, and includes both saad rental housing; and

e Tax Credit Partnerships, which provide rental hogdor low and moderate income households.
The Commission manages these properties and isgeh@&sal partner.

The above activities are supported by a networkenfint services. Funding for these services is
provided by federal, state and county governmeeneigs.

Bonds issued by the Commission include Single RaMidrtgage Revenue Bonds and Multi-Family
Housing Revenue Bonds. Single Family Mortgage ReseBonds provide below-market interest
rate mortgage loans for the purchase of singleffahvmes for low- to moderate-income families
on an equal opportunity basis. The Multi-Family Himg Revenue Bonds provide below-market
rental units within Multi-Family developments faw- to moderate-income families.

Except as noted below, neither the Single Familytlyage Revenue Bonds nor the Multi-Family
Housing Revenue Bonds constitute a liability origddion, either direct or indirect, of Montgomery
County, the State of Maryland (the State) or anijtipal subdivision thereof and are not backed by
the full faith and credit of the Commission, thatStor any political subdivision thereof, but are
limited obligations of the Commission payable splélom the revenue and other assets of the
Commission pursuant to individual Bond Resolutiofise Multi-Family Housing Revenue Bonds,
1998 Issue A and 2006 Issue A, are guaranteedrnesaj@bligation bonds of Montgomery County.

Management of the Commission and Montgomery Cobatye determined that the Commission is a
component unit of the County. Accordingly, the Ciuis required to report the Commission,
together with all other component units, in itsibdimancial statements.

(b) Financial Reporting Entity

As required by accounting principles generally ateé in the United States of America (GAAP),
these financial statements present the Commissidntize following component units, which are
entities for which the primary government is coesatl financially accountable:

Development Corporations. The Development Corporations (the Corporationseraie
exclusively for non-profit purposes and were créadteassist in carrying out housing projects for
persons of eligible income. Housing projects uradem, financed, or assisted by the
Corporations and their related expenditures mustapproved by the Commission. The
Corporations are legally separate from the Commmissand are included in the Opportunity
Housing Fund as blended component units, sinc€dmemission can significantly influence the
programs, projects, or activities of, or the leg€lservice performed by the Corporations, and
their boards of directors are substantially theesamthe Commission.
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND

(©)

(A Component Unit of Montgomery County, Maryland)
Notes to Financial Statements
June 30, 2008

Real Estate Limited Partnerships.The Commission is the managing general partnéBireal
estate limited partnerships. The limited partngrshierests are held by third parties unrelated to
the Commission. As managing general partner, thenr@iesion has certain rights and
responsibilities, which enable it to impose itslwih the limited partnerships. Additionally, the
Commission is financially accountable for the lisgitpartnerships as the Commission is legally
obligated to fund operating deficits in accordandth the terms of the partnership agreements.
Sixteen of the partnerships have calendar year andstwo have a June 30 fiscal year end.
Accordingly, the amounts included for each disdyepgesented component unit that comprise
the aggregate component units column in the corddin@ncial statements are as of and for the
respective year ends that fall within the year endiene 30, 2008. Separate financial statements
for the individual limited partnerships can be at¢a from the Commission.

Basis of Accounting

The financial activities of the Commission are meleal in five proprietary enterprise funds. A brief
description of each of the Commission’s enterpiusels follows:

General Fund — Includes all operations with the exception ofblpifunded programs,
opportunity housing programs and bond-funded diazi This fund also includes any private
grants received and the development costs of &ditquartnerships.

Opportunity Housing Fund — Includes all operating, capital improvements acapital
development related to the Commission’s opportumiysing portfolio.

Public Fund — Includes all funds the Commission receives fraedefal, state and local
government agencies, and related activities.

Multi-Family Fund — Used to account for the proceeds of Multi-Fantgusing Revenue
Bonds, the debt service requirements on the bandsstments held pursuant to the indenture
authorizing the issuance of the bonds and the eelahortgage-loan financing for newly
constructed or rehabilitated Multi-Family rentalising in the County.

Sngle Family Fund — Used to account for the proceeds of Single BaMibrtgage Revenue
Bonds, the debt service requirements on the bdndsstments held pursuant to the indenture
authorizing the issuance of the bonds and debtcgecwllected from mortgage loans purchased
for the financing of owner-occupied, single-famigsidences in the County.

The Commission uses the accrual method of accayntthereby expenses are recognized when a
liability is incurred, and revenue is recognizedewlearned.

Commission financial statements distinguggterating revenues and expenses froxwnoperating
items. Operating revenues and expenses generaliit feom providing services in connection with
a fund’s principal ongoing operations. The printiggerating revenues of the General and
Opportunity Housing Funds are dwelling rentals, agament fees and other income. The principal
operating revenues of the Public Fund are intengowental grants. The principal operating
revenues of the Single Family and Multi-Family Fanare investment interest and interest on
mortgage and construction loans receivable. Opwyatixpenses for the General, Opportunity

25



HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND

(d)

(€)

(A Component Unit of Montgomery County, Maryland)
Notes to Financial Statements
June 30, 2008

Housing and Public funds include administrative,intemance, depreciation and amortization,
utilities, and other expenses. Interest expengelisded as an operating expense of the Opportunity
Housing Fund. Housing assistance payments aredamasi operating expenses of the Public Fund.
The principal operating expenses of the Single KFaamd Multi-Family Funds are interest and
administrative expenses. All revenues and expensesneeting these definitions are reported as
nonoperating revenues and expenses.

The effect of interfund activity has been elimirthfeom the combined financial statements.

Governmental Accounting Standards Board (GASB)eatant No. 20Accounting and Financial
Reporting for Proprietary Funds and Other Governmental Entities that use Proprietary Fund
Accounting allows governments to choose not to implement, proprietary fund types,
pronouncements of the Financial Accounting Starsl@dard (FASB) issued after November 30,
1989, provided that this is applied on a consisbasis, or to continue to follow FASB standards.
The Commission has elected not to implement FASBi@uncements issued after that date.

The preparation of financial statements in confoymiith generally accepted accounting principles
requires management to make estimates and assompiat affect the reported amounts of assets and
liabilities and disclosure of contingent assets kaddllities at the date of the financial statenseahd

the reported amounts of revenues and expendituré@sgdthe reporting period. Actual results could
differ from those estimates.

| nvestments

Investments of the General Fund, the Public Fund, the Opportunity Housing Fund consist of
those permitted by the investment policy includeidigations of the U.S. government and federal
agencies, bankers’ acceptances, repurchase agrsecetificates of deposit, money market mutual
funds, investments in the Maryland Local Governmienwestment Pool, commercial paper, and
investments in the Montgomery County investmentl pimvestments of the Multi-Family Program
Fund and the Single Family Mortgage Purchase Pnodfand consist of those permitted by the
respective bond trust indentures adopted by thenlssion providing for the issuance of bonds.
Investments are recorded at fair value. Fair vakiebased upon quoted market prices. The
Commission classifies its investments as curremiaor-current based on the maturity dates. Short-
term investments have maturities within one year.

Mortgage and Construction Loans Receivable

Mortgage and construction loans are carried at atscadvanced, net of collections and reserves for
loan losses, if any. As of June 30, 2008, thereewer reserves for loan losses. Loans that become
past due as to principal and interest are evaluatedollectability. Generally, loans are not pldce
on non-accrual status because they are insured tlegrwise guaranteed. Historically, the
Commission’s loan losses have been insignificant.
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND

(f)

(9)

(h)

(A Component Unit of Montgomery County, Maryland)
Notes to Financial Statements
June 30, 2008

Mortgage Risk-Sharing Agreement

The Commission participates in a mortgage riskiagaagreement with HUD to provide for full
mortgage insurance through the Federal Housing Adination (FHA) of loans for affordable
housing. The Commission was approved by HUD as adthvel | and Level Il participant. Level |
participants assume 50-90% of the risk of loss frmortgage default and Level Il participants
assume either 25% or 10% of the risk of loss froomtgage default.

Upon default of a mortgage and request of the Casion, HUD will pay the claim in full, so the
Commission can redeem the bonds. Upon receipteot#éish payment from FHA, the Commission
will execute a debenture, promissory note or sotheranstrument, with HUD for the full amount of
the claim. In the instrument, the Commission wijfee to reimburse HUD over a five-year period
for its portion of the loss upon the sale of thejgct based on the proportion of risk borne by the
Commission. The Commission must pay annual inteogstthe debenture at HUD'’s cost of
borrowing from the U.S. Treasury. The Commissianaximum potential risk of loss as of June 30,
2008 is $108,598,39%nhich is collateralized primarily by the underlyipgoperties. Management
has established what it deems to be an adequatereesf $5,875,945 against this potential loss in
excess of the value of the real estate securingdtes.

Grantg/Contributions from Governmental Agencies

The Commission receives reimbursement from fedstate and county governmental agencies for
the cost of sponsored projects, including admiaiste costs. Revenue is recognized to the extent of
reimbursable costs incurred subject to limitatioms the agreements with the sponsoring
governmental agencies.

Capital Assets

Capital assets include property held for and urdrelopment, operating properties, and fixed
assets used in operations that cost $5,000 or ematehave an estimated useful life of at least two
years.

The Commission capitalizes costs associated witpepties held for and under development,
including interest costs during the constructiorigee The carrying amount of such properties does
not exceed the estimated net realizable value.

Operating properties are carried at cost and greediated on a straight-line basis. Estimated uisefu
lives are 40 years for buildings and 3 to 10 yéarduilding equipment.

The Commission is exempt from county property tameder specific payment-in-lieu of taxes
(PILOT) agreements for all public housing and Opyaity Housing properties.

Fixed assets used in operations consist of fumigind equipment. Estimated useful lives range from
3 to 10 years.
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(i)

()

(k)

()

(m)

(n)

(A Component Unit of Montgomery County, Maryland)
Notes to Financial Statements
June 30, 2008

Loan Origination, Commitment, and Monitoring Fees

The Commission charges commitment and financing teedevelopers within the Multi-Family
Fund. Loan origination and commitment fees aremefl and recognized over the life of the related
loan as an adjustment of yield. Net deferred feesamortized to income in a manner approximating
the effective interest method. The Commission @isars cost of issuance expenses for the Single
Family bond issues which are deferred and amortized the life of the bonds. Net deferred fees
amounted to $4,552,581 at June 30, 2808 are included in deferred charges on the staieafe
net assets. The Commission also annually receoass monitoring fees for the ongoing costs of
monitoring mortgages and bonds for compliance under Multi-Family Fund. These fees are
recognized as earned and are included in managdeetind other income in the accompanying
statement of revenues, expenses and changesassss.

Bond Discounts

Bond discounts are amortized using a method wipgihaximates the effective interest method.

Bond Accretion

Interest expense on capital appreciation bondstipaid in cash during the term of the bonds, but i
added to the principal balance. Accretion is comguising the effective interest method and is
included in bond interest expense in the accompagngtatement of revenues, expenses and changes
in net assets.

Cash Equivalents

For purposes of the statements of cash flows, tmariission considers all highly liquid investments
with maturities of twelve months or less when pas#d to be cash equivalents.

Compensated absences and severance

The Commission’s policy provides for the accruahnhual leave only. The accrual is based on the
employees’ current leave balance and the curramiyhoate of pay. The maximum number of hours
per employee is 240. The outstanding annual lemaual as of June 30, 2008 amounted to
$1,670,059 and is included in accounts payable acctued liabilities in the accompanying
Statement of Net Assets.

In July 2006, the Commission adopted a personn@ypfor senior executive staff which provides
for a severance package which includes payments trty-six week of wages, in addition to other
benefits. The outstanding annual leave accrudlides the severance package accruals for senior
executive staff up to thirty-six weeks as appragria

Prior-Period Comparative Financial I nformation

The basic financial statements include certainrpréar partial comparative information that is not
at the level of detail required for a presentationconformity with GAAP. Accordingly, such
information should be read in conjunction with themmission’s financial statements for the year
ended June 30, 2007, from which the partial infaiomewas derived.
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND
(A Component Unit of Montgomery County, Maryland)

Notes to Financial Statements
June 30, 2008

(o) Accounting Changes

The Commission has adopted GASB Statement NoAetounting and Reporting by Employers for
Postemployment Benefits Other Than Pensions (GASB 45). Other Post Employment Benefits
(OPEB) includes postemployment healthcare, as aslbther forms of postemployment benefits
(such as life insurance) when provided separatelynfa pension plan. GASB 45 establishes
standards for the measurement, recognition, amlagi®f OPEB expense/expenditures and related
liabilities (assets), and note disclosures. GASB idproves the relevance and usefulness of
financial reporting by (a) requiring systemic, a@rbasis measurement and recognition of OPEB
cost (expense) over a period that approximates amaps’ years of service and (b) providing
information about actuarial liabilities associateith OPEB and whether and to what extent progress

is being made in funding the plan.

For fiscal year 2008 the Commission funded the OREBual required contribution of $524,000 to
Montgomery County’s Retiree Benefits Trust, a csiring multiple-employer defined benefit

healthcare plan.

(2) Cash, Cash Equivalents, and Investments
Business-Type Activities

A. Cash

The Commission’s cash balances as of June 30, 2608 entirely insured or collateralized with
securities held by the Commission’s agent in then@@ssion’s name.

Carrying Bank
Amount Balance:
Cash:
General Fun $ 29,560 25,160
Opportunity Housing Fur 4,197,115 4,189,011
Public Funi 800 —
Total cash $ 4,227,475 4,214,171

B. Cash Equivalents & Investments

The General Fund cash and cash equivalents bakndene 30, 2008 includes $1,145,244 of cash and
cash equivalents restricted for reserves for taxlitiprograms, closing cost programs, replacemedt a
other reserves. The Opportunity Housing Fund casdhcash equivalents balance at June 30, 2008 iexlud
$8,250,951 of cash and cash equivalents restrictegiccordance with various loan agreements with
agencies of the State of Maryland and Montgomenyr@g and in bond indentures. The Public Fund cash
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND
(A Component Unit of Montgomery County, Maryland)

Notes to Financial Statements
June 30, 2008

balance includes $13,936,330 as of June 30, 2008saurity deposits, housing choice voucher funding
and home ownership reserves restricted in accoedaith the HUD regulations.

The Commission and its discretely presented compomeits investments are subject to interest rate,
credit and custodial risk as described below:

Interest Rate Risk. The Commission’s investment policy which appliestte General Fund, Public Fund
and the Opportunity Housing Fund requires thaintagority of the investments of the Commission must
be on a short-term basis (less than one year); vemwe portion of the portfolio may be invested in
investments with longer maturities (up to two ygarEhe investment requirements for the Multi-Famil
Fund and Single Family Fund are specified withicheaf the bond trust indentures. The bond trusstee
required to invest money in obligations with thgeative that sufficient money will be available gay
the interest due on the Bonds and will mature orsbiject to redemption with the objective that
sufficient money will be available for the purposs®ended in accordance with the Indenture.

Credit Risk. The Commission’s investment policy for the Genefaind, Public Fund and the
Opportunity Housing Fund permits the following ist@ent types: U.S. government and federal
agencies; repurchase agreements; banker’'s acceptanoney market mutual funds; Maryland Local
Government Investment Pool; Montgomery County Ldgalvernment Investment Pool; certificate of
deposits and time deposits; and commercial papdankers Acceptances of domestic banks and
commercial paper must maintain the highest ratmoghfone of the Nationally Recognized Statistical
Rating Organizations (NRSRO) as designated by € 8r State Treasurer. Repurchase agreements
require collateralization at 102% of the princigahount by an obligation of the United States, its
agencies or instrumentalities provided the colidtés held by a custodian, other than the seller.
Certificates of deposit or time deposits must deateralized at 102% of the market value and hgléb
custodian other than the seller.

The Commission invests in the Montgomery County dloGovernment Investment Pool and the
Maryland Local Government Investment Pool (MLGIP)he pools are not subject to regulatory
oversight by the SEC. However the County poolubject to oversight by the County’s investment
committee.

The State Legislature created MLGIP with the passafgArticle 95 22G, of the Annotated Code of
Maryland. The MLGIP, under the administrative cohof the State Treasurer, has been managed by a
single Baltimore-based financial institution, Mentike-Safe Deposit and Trust Company. The pool has
a AAA rating from Standard and Poors and maintair$l.00 per share value. An MLGIP Advisory
Committee of current participants was formed taewy on a quarterly basis, the activities of thedru
and to provide suggestions to enhance the pook fdin market value of the pool is the same as the
value of the pool shares. The MLGIP issues a plybtivailable financial report that includes finaic
statements and required supplementary informatiorttfe MLGIP. This report can be obtained by
writing: PNC Bank, Maryland Local Government Intraent Pool, Mr. David Rommel, 2 Hopkins
Plaza, 4 Floor, Baltimore, Maryland 21201; or by calling300-492-5160.
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(A Component Unit of Montgomery County, Maryland)

Notes to Financial Statements
June 30, 2008

The Single Family and Multi-Family Funds requirattthe Trustee invest moneys on deposit under the
Indenture in Investment Obligations as defined bg tespective Bond Indenture Agreements.
Investment Obligations are defined as the followifigGovernment obligations; (ii) bond debentuoes
other obligation issued by government agenciesooparations; (iii) time deposits or certificate of
deposits insured by the Federal Deposit Insurarapdtation; (iv) repurchase agreements backed by
obligations described in (i) and (ii) above; (v¥@stment agreements; (vi) tax exempt obligations:; a
(vii) money market funds.

Custodial Risk: For an investment, custodial credit risk is trsk ithat, in the event of the failure of the
counterparty, the Commission will not be able toorer the value of its investment or collateral
securities that are in the possession of an oufsédiyy. Amounts held in trust accounts and other
demand accounts within the General Fund, the Oppityt Housing Fund and the Public Fund are
covered by federal depository insurance, or caoliditeed at a level of at least 102% of market vaitie
principal and accrued interest. The collater&lgkl by the bank’s agent in the Commission’s naritle w
the exception of the repurchase agreement colldimrahe Maryland Local Government Investment
Pool which is segregated and held in the name & Blinks Safe Deposit and Trust’'s account at the
Federal Reserve Bank.

Amounts held in money market funds and investmgntements within the Multi-Family and Single
Family Funds are typically collateralized at 102% dither U.S. Treasuries or other government
guaranteed securities. The Bond Indenture agresmenmit investments in funds that contain agency
debt which are not collateralized by U.S. Treasude other guaranteed government securities. As of
June 30, 2008, the Commission held investmentgémey securities which were not collateralized but
were rated AA and AAA.
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND
(A Component Unit of Montgomery County, Maryland)

Notes to Financial Statements
June 30, 2008

As of June 30, 2008, the Commission had the foligvdash, cash equivalents, investments and masiriti

Cash Equivalents Fair Value
Cash equivalents:
General Fund
Repurchase Agreements $ 8,974,186
Money Market Accounts 7,260,033
USTreasury Bills 8,252,142

Opportunity Housing Fund
Investment in Montgomery County Local

Government I nvestment Pool 8,362,401
Investment in Maryland Local
Government I nvestment Pool 396,534
Money Market Accounts 18,621,610
Public Fund
Money Market Accounts 12,487,279
Investment in Maryland Local
Government Investment Pool 4,546,849
Multi-Family Fund
Money Market Accounts 49,294,711
Single Family Fund
Money Market Accounts 48,755,230
Total cash equivalents 166,950,975

Short-term Investments:
Multi-Family Fund

GNMA Pool $ 943,454
USTreasuries 297,897

Single Family Fund
DEPFA Repurchase Agreement 35,206,661
Royal Bank of Canada 4,335,407
Society General Repurchase Agreement 3,529,620
Total short-terminvestments 44,313,039

32



HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND
(A Component Unit of Montgomery County, Maryland)

Notes to Financial Statements

June 30, 2008

Long
Long Term Investments Fair Value 1-5 years Term Rating
Long-term Investments:
Multi-Family Fund
USTreasuries $ 2,644,314 - 2,644,314 AAA
Fannie Mae 3,715,661 - 3,715,661 AAA
Freddie Mac 3,600,886 2,217,888 1,382,998 AAA
GNMA Pool 69,189,469 - 69,189,469 AAA
Citigroup Global Markets 2,602,247 - 2,602,247 AAA
Bank One Investment Agreement 591,526 - 591,526 AA/Aa2
Single Family Fund
Federal Farm Credit Banks 5,769,248 - 5,769,248 AAA
Federal Home Loan Banks 1,565,231 153,337 1,411,894 AAA
USTreasuries 8,383,759 1,011 8,382,748 AAA
Fannie Mae 890,317 - 890,317 AAA
Solomon Repurchase Agreement 2,345,800 - 2,345,800 AAl
Trinity Plus Investment Agreement 61,304,551 61,304,551 - AAA
Tennessee Valley Authority 3,385,938 - 3,385,938 AAA
Total long-term investments 165,988,947 63,676,787 102,312,160
Cash balances 4,227,475
Total cash, cash equivalents
and investments $ 381,480,43
Reconciliation of cash, cash equivalents and
investments to amounts in the statement of netsasse
Current unrestricted cash and cash equivalents %0,039,612
Total restricted cash and cash equivalents for
current liabilities 38,481,832
Total noncurrent restricted assets 272,958,992
$ 381,480,43

Real Estate Limited Partnership Component Units

The Real Estate Limited Partnership Component Ucétsh and cash equivalents balance as of
December 31, 2007 was $15,259,425 consisting @f384954 in cash, $1,457,208 in the Maryland
Local Government Investment Pool and $9,369,263amey market accounts. All cash equivalents
have maturities of one year or less. The Realt&sfianited Partnership Component Units follow the
Commission’s investment policy.
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND
(A Component Unit of Montgomery County, Maryland)

Notes to Financial Statements
June 30, 2008

Mortgage and Construction Loans Receivable

Mortgage and construction loans receivable arersdcoy deeds of trust evidencing first mortgagedie
on applicable real property and are either instmegrivate mortgage insurance, the U.S. Federakkigu
Administration or the Maryland Housing Fund or @earanteed by the U.S. Department of Veterans
Affairs. Mortgage and construction loans receivasef June 30, 2008 consisted of the following:

Description Interest Rate Balance
General Fund
Closing Cost Assistance Loans 453% $ 435,861
Leafy House 523,951
$ __ 959,812

Opportunity Housing Fund

Home-Ownership Assistance Loan Fund (HALF) 4.500 to 6.500% 15,281
Rental Assistance Security Deposit Loan — 1,109
Metropolitan of Bethesda Limited Partnership — 1,142,000
Strathmore Court Associates Limited Partnership — 1,000,000
Barclay One Associates Limited Partnership — 5,347,969
Spring Garden One Associates Limited Partnership — 3,274,431

10,780,790

Multifamily Fund

Metropolitan of Bethesda Limited Partnership 6.38% 6,828,592
Landings Edge 4.95% 6,416,609
Strathmore Court at White Flint - B 7.62% 4,633,858
Dring's Reach 4.75% 6,789,894
Ambassador 7.16% 2,595,679
TC IX Pond Ridge 6.30% 1,900,814
TC IX MPDU's 6.30% 3,243,729
Croydon Manor 6.35% 2,913,688
Silver Spring House 6.35% 2,203,483
Paint Branch I 6.46% 3,826,933
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUNTY, MA RYLAND
(A Component Unit of Montgomery County, Maryland)

Notes to Financial Statements
June 30, 2008

Shady Grov 5.20% $ 7,080,147
Willows 5.20% 5,359,944
Mancheste 5.20% 2,111,817
Tax Credit > 6.20% 3,543,944
Ring Hous: 6.10% 16,276,723
Stewartow! 6.20% 4,243,104
Georgian Cou 6.20% 5,294,940
Charter Hous 6.02% 13,532,390
Rockville Housint 5.21% 3,794,588
Barclay 4.55% 6,582,839
Spring Garder 4.55% 6,667,556
Forest Oa 4.93% 17,783,022
MetroPointt — 36,350,000
169,974,293

Less deferred commitment fees (96,530)
169,877,763

Single Family Func

Mortgage loans receivable, 4.900 to 13.445¢ 185,708,101
Total $ 367,326,466

As of June 30, 2008, the amounts available or committed for additalvances or new loans are
$10,860,639 and $56,369,928 for the Multi-Family Fund and the Single Family Fund, redpectiv

Included in the mortgage and construction loans receivable balatie Miilti-Family Fund are interfund
mortgage loans receivable from the Opportunity Housing Fund amoutuinfl52,329,669 as of
June 30, 2008, which have been eliminated. The related interest resewating to $7,902,970 for the
year ended June 30, 2008 has also been eliminated.

Included in the mortgage and construction loans receivable balatite General Fund at June 30, 2008
are interfund mortgage loans receivable from the Opportunity irpiBund amounting to $3,536,298
which has been eliminated in the accompanying financial statemertte. related interest revenue,
amounting to $337,786 for the year ended June 30, 2008 has also been eliminated.

Included in the mortgage and construction loans receivabledeats#frithe Opportunity Housing Fund at
June 30, 2008 are interfund mortgage loans receivable from the GHRFamounting to $2,663,600,
which has been eliminated in the accompanying financial statements.

Construction loans in the Opportunity Housing and Multi-Family Fundsrgiynéave maturities of less
than one year. Mortgage loans receivable in the Singlely&und and the Multi-Family Fund have
maturities extending up to 40 years.
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUNTY, MA

Capital Assets

The Commission’s capital asset activity for the year ended June 30, 2008 fobsves:

Land:
General Fun $
Opportunity Housing Fur
Public Funt

Total land

Site improvements:
Public Fun
Accumulated depreciati

Total site improvements, net

Building and improvements:
General Fun
Accumulated depreciati
Opportunity Housing Fur
Accumulated depreciati
Public Fun
Accumulated depreciati

Total building and
improvements, n

Furniture and equipment:
General Fun
Accumulated depreciati
Opportunity Housing Fur
Accumulated depreciati
Public Fun
Accumulated depreciati

Total furniture and
equipment, ni

Construction in progress:
Opyportunity Housing Fur
Public Fun

Total construction in
progres

RYLAND
(A Component Unit of Montgomery County, Maryland)
Notes to Financial Statements
June 30, 2008

Beginning Ending

balance Additions Deletions balance
4,328,892 — — 4,328,892
27,820,577 1,097,481 — 28,918,058
16,243,515 — 61,794 16,181,721
48,392,984 1,097,481 61,794 49617218,
2,945,910 — — 2,945,910
(2,828,473) (31,316) — (2,859,789)
117,437 (31,316) — 86,121
2,785,592 360,977 — 3,146,569
(1,883,441) (61,961) — (1,945,402)
188,926,374 42,550,869 21,142 231,456,101
(56,209,065)  (12,233,718) — (68,442,783)
78,303,077 6,229,907 355,145 84,177,839
(45,549,060) (3,330,739) (258,944) (48,620,855)
166,373,477 33,515,335 117,343 199,771,469
5,164,806 1,706,018 147,559 6,723,265
(4,496,706) (546,428) (147,559) (4,895,575)
3,782,028 874,139 — 4,656,167
(2,569,520) (839,655) — (3,409,175)
3,444,921 — 49,818 3,395,103
(3,219,078) (48,862) — (3,267,940)
2,106,451 1,145,212 49,818 3,201,845
12,876,945 9,196,711 9,897,611 12,176,045
12,332,114 4,814,402 5,169,647 11,976,869
25,209,059 14,011,113 15,067,258 24,152 914

$ 242,199,408 49,737,825 15,296,213 276,641,020

Total capital assets, net
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUNTY, MA RYLAND
(A Component Unit of Montgomery County, Maryland)

Notes to Financial Statements
June 30, 2008

Real estate limited partnerships Beginning Ending
component units balance Additions Deletions balance

Land $ 11,906,560 6,125,000 — 18,031,560
Site Improvemen 220,541 12,957 — 233,498
Building and improvemen 150,631,404 32,114,209 (22,053,224) 160,692,389
Furniture and equipme 5,123,044 154,667 (826,633) 4,451,078
Total accumulated depreciati (37,253,083) (4,045,586) 4,779,822 (36,518,847)

Net component unit capital assets $ 130,628,466 3634247 (18,100,035) 146,889,678

Included in operating properties for the Opportunity Housing Fund is erfund elimination for interest
paid to the Multi-Family Fund amounting to $8,626,664 as of June 30, 2008, whicapitdized during
construction of the property.

Commission capital assets not being depreciated include land and camsiruptogress.

Advances to Real Estate Partnership Component Units

Advances to component units represent additional funds provided byotheni€sion to facilitate the
purchase of the rental Moderately Priced Dwelling Units QMB) and to fund operating deficits incurred
by the Partnerships. The purchases of the rental MPDUsollegeralized by certain notes receivable of
the Partnerships due from the limited partners in connectidnthat purchase of their limited partnership
interests. The Partnerships’ agreements:

. Include ground rent to be paid by the Partnerships to the Cormonigs&ieneral Fund. Ground rent
for the year ended June 30, 2008, amounted to $824,441.

. Extend from 45 to 65 years, and call for annual ground rent paymentdixegithand variable
upward adjustments on January 1 of each calendar year.

. Include management fees of 6.0% of monthly rental collections. Marageimes paid to the
Commission for the year ended June 30, 2008, amounted to $262,235.

o Require the Commission to maintain $100,000 in a segregated acooaatthin partnerships to be
available for the exclusive use and benefit of the respegtit@ership. The purpose of this account
is to provide assurance to the limited partnership that funtbevavailable in the event the project

experiences an operating deficit.

Due to differences in fiscal year ends, Advances to Componens diffier from Advances from the
Primary Government at June 30, 2008.
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUNTY, MA RYLAND
(A Component Unit of Montgomery County, Maryland)

Notes to Financial Statements
June 30, 2008

(6) Accounts Receivable and Other Assets

Accounts receivable consists of grants and loans due from HUD andydviosity County, tenant rents
receivable, and amounts due from property managers. All amoumtseaned to be collectible within one
year. Accounts receivable and other assets consisted of the followahduase 30, 2008:

Opportunity Single Multi
General Housing Public Family Family
Fund Fund Fund Fund Fund Total
Accounts receivable:
U.S. Department of Housing
and Urban Development $ — 139,289 569,225 — — 708,514
Montgomery County,
Maryland — 154,801 1,853,803 — — 2,608,
Other 1,913,693 406,962 1,324,437 — — ,648,092
Other assets 360,160 1,374,966 — 65,588 — 1,800,714
$ 2,273,853 2,076,018 3,747,465 65,588 — 8,162,924

Included in the accounts receivable and other assets balance of the OpporusibgHrund are interfund
accounts receivable from the Multi-Family Fund amounting to $8,244,76BJase 30, 2008, which have

been eliminated upon consolidation.
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUNTY, MA RYLAND
(A Component Unit of Montgomery County, Maryland)

Notes to Financial Statements
June 30, 2008

(7) Interfund Receivables, Payables, and Transfers

Interfund receivables and payables result from cash colleciindsdisbursements for all funds being
processed through the General Fund. All amounts are expected to dié wéfhin one year. The
composition of interfund balances as of June 30, 2008, is as follows:

Due to / from other fund

Receivable fund Payable fund Amount
Opportunity Housing Fund General Fund $ 21,963,445
General Fun Public Fun (5,008,184)
General Fun Multi-Family Func (1,441,642)
General Fun Single Family Fun (4,933,853)

$ 10,579,766

Due to / from primary government and componentsunit

Receivable entity Payable entity Amount
Primary government — Component units-tax
General Fun credit limited partnershi $ 17,742,571
Opportunity Housing Fur Component units-ta
credit limited partnershi 6,811,524

$ 24,554,095

Interfund transfers were made during the fiscal year to remtedund receivables and payables. The
transfers occur routinely and are approved by the Board of Commissioners.

Interfund transfers:

Transfer in
General
Fund

Transfer (in) out:

Opportunity Housing Fur $ (473,401)

Public Fun 1,577,593

Single Family Fun —

Multi-Family Func 1,248,398
Net transfers in: General Fund $ 2,352,590
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUNTY, MA RYLAND
(A Component Unit of Montgomery County, Maryland)

Notes to Financial Statements
June 30, 2008

(8) Bonds, Mortgage Notes, and Loans Payable — Primary Government

Bonds and mortgage notes have been issued to provide financing €@uortireission’s housing programs
and are collateralized as follows:

. Mortgage loans receivable made on the related developmentggte-Eimily residential mortgage
loans purchased.

. Substantially all revenue, mortgage payments and recovery payraeaiged by the Commission
from mortgage loans made on the related developments.

o Certain accounts, generally debt service reserve funds, sk@blipursuant to the indenture
authorizing issuance of the bonds.

Amounts reflected as drawdown bonds payable in the Single Familgader Purchase Program (Single
Family Fund) represent outstanding bonds. Such amounts are secumedesgrow fund, bear interest at
the BMA Index plus 75 basis points for non-AMT and 80 basis pointaNbF bonds but not lower than
95% of LIBOR and not more than the sum of 100% of LIBOR plus 5.25 pasits. In no event shall the
interest rate per annum on the 2005 Series A Bonds or 2005 Seri@sdB &xceed the interest rate per
annum on the Investment Agreement.

Interest rates on bonds payable ranged from 2.0% to 8.50% as of June 30, 2008.
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUNTY, MA RYLAND
(A Component Unit of Montgomery County, Maryland)

(@) BondsPayable

Notes to Financial Statements
June 30, 2008

The Commission has the following bonds payabl e outstanding as of June 30, 2008:

Outstanding Outstanding Amount
beginning Issued Retired end due within
of year this year this year of year one year
Single Family Fund:

1986 Series A 5,000 — — 5,000 —
1988 Series A 5,000 — — 5,000 —
1988 Series B 5,000 — — 5,000 —
1998 Series A — Accretions 28,145,642 1,612,468 — 29,758,110 —
1998 Series B 1,600,000 — 1,600,000 — —
2000 Series A 240,000 — 240,000 — —
2000 Series A — Accretions 6,060 66 6,126 — —
2001 Series A 3,005,000 350,000 2,655,000 405,000
2001 Series C 10,000,000 — 10,000,000 — —
2002 Series A 6,600,000 — 1,085,000 5,515,000 930,000
2002 Series B — Accretions 2,344,022 140,316 — 2,484,338 —
2002 Series C 16,890,000 — — 16,890,000 —
2004 Series A 14,735,000 — 890,000 13,845,000 900,000
2004 Series B 3,825,000 — 440,000 3,385,000 425,000
2005 Series A 17,735,000 — 1,110,000 16,6298,0 1,140,000
2005 Series B 5,460,000 — 730,000 4,730,000 380,000
2005 Series C 11,255,000 — 700,000 10,555,000 725,000
2005 Series D 13,120,000 — 1,745,000 11,309,0 40,000
2006 Series A 18,705,000 — 605,000 18,100,000 1,250,000
2006 Series B 11,275,000 — 90,000 11,185,000 190,000
2006 Series C 18,705,000 — 18,705,000 — —
2006 Series D 11,295,000 — 11,295,000 — —
2007 Series A 15,875,000 — — 15,875,000 1115,000
2007 Series B 19,125,000 — 25,000 19,100,000 90,000
2007 Series C — 1,000,000 — 1,000,000 —
2007 Series D — 20,000,000 — 20,000,000 5390
2007 Series E — 13,000,000 — 13,000,000 —
2007 Series F — 10,000,000 — 10,000,000 —
2008 Series A — 13,205,000 — 13,205,000 —
2008 Series B — 3,900,000 — 3,900,000 —
2008 Series C — 8,450,000 — 8,450,000 —
2008 Series D — 17,200,000 — 17,200,000 —
Draw Down 2005 12,875,850 49,747,656 1,422,690 61,200,816 19,076,661

242,831,574 138,255,506 51,038,816 330,048,26 27,021,661
Less: unamortized discount 1,080,629 1,848,533

243,912,203 $ 331,896,797
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUNTY, MA RYLAND
(A Component Unit of Montgomery County, Maryland)

Notes to Financial Statements
June 30, 2008

Outstanding Outstanding
beginning Issued Retired end Amount due
of year this year this year of year within one year
Multi-Family Fund Bonds:
1993 Series A 3,495,000 — 3,495,000 — —
1992 Series C 2,875,000 — 90,000 2,785,000 100,000
1993 Issue Il 2,100,000 — 480,000 1,620,000 510,000
1984 Series A — Accretions 73,119 8,453 — 582, 9,436
1995 Series A 3,245,000 — 115,000 3,130,000 120,000
1996 Series A 3,000,000 — 80,000 2,920,000 85,000
1996 Series B 11,750,000 — 8,495,000 3,2%5,00 85,000
1996 Series B 23,865,000 — 23,865,000 — —
1998 Issue A 11,100,000 — 300,000 10,800,000 310,000
1998 Series A 10,525,000 — 235,000 10,29D,00 245,000
1998 Series B 16,010,000 — 490,000 15,520,000 510,000
2000 Series A 17,685,000 — 355,000 17,330,000 380,000
2000 Series B 26,180,000 — 545,000 25,635,000 580,000
2001 Series A 7,960,000 — 75,000 7,885,000 80,000
2002 Series A 22,325,000 — — 22,325,000 5,330
2002 Series B 290,000 — 290,000 — —
2002 Series C 12,965,000 — — 12,965,000 —
2002 Series A 7,860,000 — 165,000 7,695,000 165,000
2002 Series B 30,775,000 — 490,000 30,285,000 500,000
2003 Series A 19,070,000 — 405,000 18,665,000 415,000
2003 Series B 17,840,000 — — 17,840,000 0,ea0
2004 Series A 13,700,000 — — 13,700,000 0,230
2004 Series B 4,035,000 — 40,000 3,995,000 40,000
2004 Series C 19,280,000 — 375,000 18,905,000 385,000
2004 Series D 13,980,000 — 265,000 13,715,000 275,000
2005 Series A 11,780,000 — 365,000 11,415,000 375,000
2005 Series B 6,005,000 — 130,000 5,875,000 140,000
2005 Series C 31,135,000 — 595,000 30,540,000 615,000
2006 Issue A 36,350,000 — — 36,350,000 336,000
2007 Series A 19,055,000 — — 19,055,000 5,320
2007 Series B — 26,800,000 155,000 26,645,000 490,000
2007 Series C — 8,220,000 75,000 8,145,000 270,000
2008 Series A — 13,355,000 — 13,355,000 —
406,308,119 48,383,453 41,970,000 412,721,572 44,354,436
Less: unamortized discount (2,568,551) (2,449,250)

$ 403,739,568 410,272,322
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUNTY, MA RYLAND
(A Component Unit of Montgomery County, Maryland)

(b)

Notes to Financial Statements
June 30, 2008

Mortgage Notes and L oans Payable

The Commission has the following Opportunity Housing Fund and Genendl fRortgage notes
and loans payable as of June 30, 2008:

Outstanding Outstanding Amount

beginning Issuec Retired end due within

of year this year this year of year one yea

Opportunity Housing Fund:
Paint Branch Townhous $ 231,287 — 27,282 204,005 29,546
State Partnership Ren
Program 8,795,567 — — 8,795,567 —
State Partnership \ 4,712,864 — — 4,712,864 —
Alexander Hous 525,000 — 150,000 375,000 150,000
Diamond Squal 2,000,000 — — 2,000,000 —
The Glet 1,211,707 — — 1,211,707 —
Green Hills 4,000,000 — 4,000,000 — —
Tanglewoor 107,500 — 7,500 100,000 7,500
Holiday Parl 1,350,000 — — 1,350,000 —
Paddington Squa 7,201,680 — 103,696 7,097,984 112,554
Montgomery Arm 141,990 — 3,375 138,615 3,478
Kings Farn — 7,125,000 — 7,125,000 7,125,000
Barclay Development Corporati — 2,456,567 — 2,456,567 —
HOC/HOF 274,030 — 274,030 — —
30,551,625 9,581,567 4,565,883 35,567,309 7,428,078
General Fund:
FNMA Closing Cost Assistance 65,885 — 65,885 — —
Line of Credit with M&T Banl 4,754,325 1,099,873 5,854,198 — —
Line of Credit with PNC Bar — 4,336,170 — 4,336,170 4,336,170
Tax Credit Ix 50,500 — — 50,500 —
Stewartown CDA Loa 1,904,687 — 130,331 1,774,356 140,939
Wachovia Bank Loz 3,000,000 — — 3,000,000 3,000,000
9,775,397 5,436,043 6,050,414 9,161,026 7,477,109

Total mortgage notes
and loans payak

$ 40,327,022 15,017,610 10,616,297

44,728,335 14,905,187

Interest rates on mortgage notes and loans payable range8%am8% as of June 30, 2008.
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUNTY, MA RYLAND
(A Component Unit of Montgomery County, Maryland)

Notes to Financial Statements
June 30, 2008

Included in the mortgage notes and loans payable balance @ppertunity Housing Fund at
June 30, 2008 are interfund mortgage loans payable to the Multij-&muild amounting to
$152,329,669, which has been eliminated in the accompanying financiahestéde The related
interest expense, amounting to $7,902,970 for the year ended June 30, 2008 hbsemlso
eliminated.

Included in the mortgage notes and loans payable balance Oppwetunity Housing Fund at June
30, 2008 are interfund mortgage loans payable to the General Fund amou®536,298, which
has been eliminated in the accompanying financial statements. reldted interest expense,
amounting to $337,786 for the year ended June 30, 2008 has also been eliminated.

Included in the mortgage notes and loans payable balance ©ppwtunity Housing Fund at June
30, 2008 are interfund mortgage loans payable to the OHRF Fund amounting6®,&2)6 which
has been eliminated in the accompanying financial statements.

On April 3, 2008 the Commission entered into a variable rate lmlaan agreement with PNC
Bank for an amount not to exceed $20,000,000. A portion of the loan in theakiagiount not to
exceed $5,000,000 may be used for working capital purpé%es. to the loan agreement with PNC
Bank, the Commission had a $20,000,000 variable rate loan facility M&T Bank. The
agreement was terminated in April 2008 and all outstanding balancesiatehestre paid off. The
proceeds of each advance of the PNC Bank loan shall be usedfsplilg purposes of providing
interim financing of the costs of existing residential prdpsrand land acquired by the Commission
for future development and for working capital of the Consiuis. Interest is payable monthly for
tax exempt borrowings at 60% of the prime rate and for taxaislewings at LIBOR plus 30 basis
points. At June 30, 2008, the Commission had approximately $4,336,170 due under this
arrangement. The promissory note has a termination date of April 1, 2010.

Multi-Family Housing Development bonds, 2007 Series B (non-AMT)$8$,800,000 and 2007
Series C (AMT) for $8,220,000, were issued in August 2007 as Vairaite Demand Obligation
bonds. The Series B Bonds were issued to refund and redeem $3,230,0@@taggriecipal
amount of Multi-Family Mortgage Revenue Bonds 1993 Series A and $23,570g008gate
principal amount of Multi-Family Housing Development Bonds, 1996 S&rieEhe Series C Bonds
were issued to provide funds to refund and redeem $8,220,000 aggregeiapamount of Multi-
Family Housing Revenue Bonds, 1996 Series B.

The Commission remarketed $12,965,000 of Multiple Purpose Bonds 2002 Sdries-8MT)
Variable Rate Demand Obligation bonds in December 2007 and repleeddjuidity facility,
meeting the requirements of the remarketed bonds supplemental indenture.

Multiple Purpose Bonds, 2008 Series A (non-AMT) for $13,355,000, weradigsiarch 2008 as
Variable Rate Demand Obligation bonds. The bonds were issya\ide funds to finance two
mortgage loans. A mortgage loan for $8.2 million financed thahiétation of Pooks Hill
Apartments, and a mortgage loan for $4.2 million refinanced thdgéorloan for Greenhill
Apartments.
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUNTY, MA RYLAND
(A Component Unit of Montgomery County, Maryland)

Notes to Financial Statements
June 30, 2008

In April 2008, the Commission remarketed variable rate Muliifaidousing Development Bonds
2004 Series C (non-AMT) $18,905,000, and 2004 Series D (AMT) $13,715,000. Thewsmeds
converted from R-Floats, a form of auction rate bonds, to Variable RatenDédidigation bonds.

Single Family Mortgage Revenue bonds, 2007 Series C (non-AMT)1{60&,000, 2007 Series D
(AMT) for $20,000,000, Series E (Federally Taxable) for $13,000,000,Series F (AMT) for
$10,000,000 were issued in October 2007 to refund outstanding bonds and prodédio fonrake or
purchase qualified mortgage loans. Single Family Mortd@eeenue Bonds, 2008 Series A (non-
AMT) for $13,205,000, 2008 Series B (AMT) for $3,900,000, 2008 Series C (AMT§&,450,000
and 2008 Series D (Federally taxable) for $17,200,000 were issued in June 2008.

The Commission remarketed $16,890,000 of Single Family Mortgage Revends B002 Series C
(non-AMT) as Variable Rate Demand Obligation bonds in December&tiveplaced the liquidity

(©)

facility meeting the requirements of the Series Resolution.

Maturities

Bonds, mortgage notes, and loans payable mature in the years andprintigal and interest

amounts as follows:

Principal
Opportunity
Housing Multi-Family Single Family
General Fund Fund Notes Fund Bonds Fund Notes
Notes Payabl Payable Payable Payable Combined

Years ending June 30,
200¢ 7,477,109 7,428,078 44,354,436 27,021,661 86,281,284
201c 152,410 1,663,741 8,200,530 49,639,156 59,655,837
2011 164,813 250,198 8,511,741 7,715,000 16,641,752
201z 178,228 6,784,255 8,908,104 7,990,000 23,860,587
201z 243,233 52,066 8,394,619 8,260,000 16,949,918
2014 - 201 945,233 88,599 38,027,714 45,000,000 84,061,546
2019 - 202 — 49,936 55,292,548 12,885,000 68,227,484
2024 - 202 — 28,967 49,076,880 19,940,000 69,045,848
2029 - 203 — 33,648 101,245,000 41,553,110 142,831,758
2034 - 203 — 11,117 45,590,000 39,699,337 85,300,454
2039 - 204 — — 33,090,000 70,345,000 103,435,000
2044 - 204 — — 12,030,000 — 12,030,000
Upon sale of proper — 19,176,704 — — 19,176,704
$ 9,161,026 35,567,309 412,721,572 330,048,264 787,498,171

Less unamortized
bond discount — — (2,449,250) 1,848,53 (600,717)
$ 9,161,026 35,567,309 410,272,322 331,896,797 786,897,454
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Interest
Opportunity
Housing Multi-Family Single Family
General Fund Fund Notes Fund Bonds Fund Notes
Notes Payabl Payable Payable Payable Combined
Years ending June 30,

200¢ $ 137,457 717,292 13,816,437 8,989,106 23,660,292
201( — 507,052 12,142,155 8,863,540 21,512,747
2011 — 488,846 11,876,030 8,737,317 21,102,193
201: — 285,144 11,588,460 8,581,484 20,455,088
201: — 7,821 11,305,231 8,415,238 19,728,290
2014-201 — 17,393 52,906,844 39,197,898 92,122,135
2019-202 — 13,008 45,050,567 38,401,113 83,464,688
2024 -202 — 8,978 36,522,438 41,149,635 77,681,051
2029-203 — 4,296 23,689,980 15,761,499 39,455,775
2034 -203 — 288 10,920,006 8,028,570 18,948,864
2039 - 204 — — 7,285,940 263,250 7,549,190
2044 - 204 — — 1,117,260 — 1,117,260

Upon sale of proper — — — — —

Upon sale of proper — — — — —
$ 137,457 2,050,118 238,221,348 186, 388,650 426,797,573

Multiple Pay-Fixed, Receive Variable Interest Rate Swaps

Objective of the interest rate swaps. In order to protect against the potential of rising interatss, the
Commission entered into seven separate pay-fixed, receivélearnterest rate swaps at a cost anticipated
to be less than what the Authority would have paid to issue fixeddedt. In April 2006, the Commission
entered into two pay-fixed, receive variable forward ratepsagreements in conjunction with the 2006
Issue A Housing Development Bonds to fund the Metro Pointe projdad effective dates of these swap
agreements are both October 1, 2008 to coincide with the payoff of the 2006 IdsusiAg Development
Bonds and the issuance of long term variable rate bonds. In O2@bérthe Commission entered into a
pay-fixed, receive variable interest rate swap contracbnjunction with the 2007 Series F Bonds with a
notional amount of $10,000,000. In June 2008, the Commission entered into a payefigred; variable
interest rate swap contract in conjunction with the 2008 SedtieBonds with a notional amount of
$8,450,000.

Terms, fair values, and credit risk. The terms, fair values, and credit ratings of the outstandiagsas of
June 30, 2008, are contained in the table below. The notional amouhes @fdaps match the principal
amounts of the associated debt. The two swap agreementsdente in November 2004, 2004 Series C
and Series D contain schedule reductions to outstanding notional antbabt@re expected to
approximately follow scheduled or anticipated reductions in the assth¢izonds payable” category.

Fair value. Because interest rates have decreased, the terminationovallieswaps had a negative fair
value as of June 30, 2008. Because the coupons on the governmentlgvateabonds adjust to changing
interest rates, the bonds do not have corresponding fair valuasasre The fair values were estimated
using the zero-coupon method. This method calculates the futusettietent payments required by the
swap, assuming the current forward rates implied by the giglge correctly anticipate future spot interest
rates. These payments are then discounted using the spotmpliesl iby the current yield curve for
hypothetical zero-coupon bonds due on the date of each future net settlement @pthe sw
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Credit risk. As of June 30, 2008, the Commission was exposed to creditrrithei amount of the
derivatives’ negative fair value. The swap agreementsada@ontain any collateral agreements with the
counterparties.

Termination Risk. The Commission or the counterparties may terminate the swaprket value if the
other party fails to perform under the terms of the contract. The cpartiefor the Commissions swaps is
Merrill Lynch Capital Services (MLCS). The Commissioayrerminate the swap at market value at any

time. Under the 2004 Series C, 2004 Series D, 2006 Issue A, 2008 Besweap agreements, Merrill
Lynch Derivative Products (MLDP), a AAA structured entity guagasttermination payment.

Associated Notional Trade Fixed Rate Fair Swap Term- Counterparty  Counter-

Bond Issue Amounts Date Paid Values ination Date Credit Rating party
(1) Single Family

2002 Series C $16,890,000 12/12/2002 3.630% ($520,390) /01/2013 AL/AIA+ MLCS
(2) Multifamily

2004 Series C $18,905,000 11/05/2004 3.653% ($296,922) /01/2036 AL/AIA+ MLCS
(3) Multifamily

2004 Series D $13,715,000 11/05/2004 3.760% ($220,023) /01/2036 AL/AIA+ MLCS
(4) Multifamily

2006 Issue A $33,380,000 4/3/2006 4.020% ($1,800,883) 1/2049 AL/AIA+ MLCS
(5) Multifamily

2006 Issue A $2,970,000 4/3/2006 6.067% ($245,236) Q4P2 AL/AIA+ MLCS
(6) Single Family

2007 Series F $10,000,000 10/17/2007 4.111% ($433,373) /1/2038 AL/AIA+ MLCS
(7) Single Family

2008 Series C $8,450,000 6/10/2008 3.865% ($137,107) /2039 Aaa/AAAJAAA MLDP

Total $104,310,000 ($3,653,934)
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(9) Long-Term Debt — Component Units

The long-term debt of the component units are primarily non-reeodebt of each of the limited
partnerships, which is collateralized by the land, structures,quigmeent of each limited partnership and
have varying repayment terms and interest rates ranging from 4.00% to 8.95%.

The annual maturities of the component units’ long-term debt are as follows

48

Principal Interest
Year ending June 30:
200¢ 4,181,817 4,368,887
201C 39,082,882 4,236,227
2011 2,201,159 4,100,901
2012 2,340,974 6,532,145
201 2,490,186 16,466,944
2014 - 201 14,561,386 11,693,473
2019 - 202 15,836,949 6,860,341
2024 - 202 17,359,369 3,058,171
2029 - 203 11,743,415 764,358
2034 - 203 9,008,008 —
Upon sale of proper 13,348,627 —
$ 132,154,772 58,081,447
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUNTY, MA RYLAND
(A Component Unit of Montgomery County, Maryland)

Notes to Financial Statements
June 30, 2008

Loans Payable to Montgomery County

The County advances funds to the Commission and the real lasigeel partnership component units
(component units) through two Capital Improvement Program Funds. The i€siomand the component
units use County funds to purchase or construct various housing develogmerkpectation that
permanent financing will be provided through a combination of statety or federal grants or that loans
or bonds will be issued by the Commission or the component unitse llevelopment is funded from
another source, the Commission or the component units repay theéy Ciduro alternative funding is
found for a development, the County may agree to forgive the Caiomis or the component unit’s debt.
The Commission and the component units paid no interest on funds deteivethe County for the year
ended June 30, 2008. There is no set maturity date or repayment teamawings from the County for
the projects. The Commission has the following Opportunity Hougimgl,FGeneral Fund and component
unit loans payable to Montgomery County as of June 30, 2008:

Outstanding Amount
beginning Issuec Retired Outstanding  due within
of year this year this year end of yeal one yeal
Opportunity Housing
Func $ 27,757,107 10,412,296 1,031,027 37,138,376 2,693,678
General fun 6,329,353 — — 6,329,353 4,558,816

$ 34,086,460 10,412,296 1,031,027 43,467,729,252,494

Real estate limited
partnershi
componentunit ¢ 17,379,218 1,500,000 1,000,000 17,879,218 658,000
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(A Component Unit of Montgomery County, Maryland)
Notes to Financial Statements
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(11) Lease Commitments

(@)

Operating Leases

The Commission has leases for its offices in Momtgy County. During fiscal year 08 the
Commission entered into two additional office leader Customer Service Centers within
Montgomery County. The Customer Service Centerdado office space and client walk-in and
meeting facilities. On November 21, 2007 the Cossion signed a ten year lease with Professional
Equity Limited Partnership for the first customendce center located in Gaithersburg, Maryland.
The base annual rent is $189,774 with an annuaktdgnt to base annual rent of 3%. On January
28, 2008 the Commission signed a ten year leade Wiayer Avenue Limited Partnership for the
second Customer Service Center in Silver SpringyMad. The base annual rent is $180,480 with
an annual adjustment of 3% per year of the minimemt in the previous lease year.

Lease expense for the year ended June 30, 20@8 foffice space was $516,207. Future minimum
lease obligations under these leases are as follows

Year ending June :

200¢ $ 611,902
201 445,317
2011 457,781
2012 421,700
201c 384,811
2014 - 201 2,043,766

$ 4,365,277
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(A Component Unit of Montgomery County, Maryland)
Notes to Financial Statements
June 30, 2008

Capital Lease

In November 2005, the Commission entered into aelgaurchase agreement with M&T Bank for
equipment with an interest rate of 4.82%. Thedegsalifies as a capital lease for accounting
purposes, and therefore, has been recorded atrdsen value of the future minimum lease
payments as of the inception date. The leaseria f® year term, with an option to purchase the
equipment upon expiration of the lease for $1.08e Commission has the following General Fund
capital lease obligation as of June 30, 2008.

Outstanding Amount
beginning Issued Retired Outstanding due within
of year this year this year end of year one year
$ 289,834 - 77,941 211,893 81,742

Future minimum lease payments under the General lease are as follows:

Future minimum

Year ending June 30, payments
2009 $ 90,982
2010 90,982
2011 45,494
Total payments 227,458
Less Interest (15,565)
211,893
Less: current portion (81,742)
Long-term portion $ 130,151

In July 2006, the Commission entered into a leasehase agreement with Bank of America for
equipment with an interest rate of 4.0209%. Tlesdequalifies as a capital lease for accounting
purposes, and therefore, has been recorded atrdsen value of the future minimum lease
payments as of the inception date. The leaseria & year term, with an option to purchase the
equipment upon expiration of the lease for $1.08e Commission has the following General Fund
capital lease obligation as of June 30, 2008.

Outstanding Amount
beginning Issued Retired Outstanding due within
of year this year this year end of year one year
$ 681,538 - 141,082 540,456 146,811
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Future minimum lease payments under the General lease are as follows:

Future minimum

Year ending June 30, payments
2009 $ 167,081
2010 167,081
2011 167,081
2012 83,540
Total payments 584,783
Less interest (44,327)
540,456
Less: current portion (146,811)
Long-term portion $ 393,645

In August 1997, the Commission entered into a leag®eement for building and land with an
interest rate of 7.50%. The lease agreement gemlifs a capital lease for accounting purposes, and
therefore, has been recorded at the present véltle duture minimum lease payments as of the
inception date. The lease is for a 99-year-terrtt) an option to purchase the land and building afte
20 years for approximately $20,000,000. The Comimskas the following Opportunity Housing
Fund capital lease obligation as of June 30, 2008.

Outstanding Amount
beginning Issuec Retired Outstanding due within
of year this year this year end of yeal one yeal
$ 19,974,388 — 1,987 19,972,401 2,143
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Future minimum rentals under the lease are aswslio

Future
minimum
rentals
Year ending June &
200¢ 1,511,428
201C 1,511,428
2011 1,511,428
2012 1,511,428
2012 1,511,428
2014 - 201 7,557,139
2019 - 202 7,557,139
2024 - 202 7,557,139
2029 - 203 7,557,139
2034 - 203 7,557,139
2039 - 204 7,557,139
2044 - 204. 7,557,139
2049 - 205 7,557,139
2054 - 205 7,557,139
2059 - 206 7,557,139
2064 - 206 7,557,139
2069 - 207. 7,557,139
2074 - 207. 7,557,139
2079 - 208 7,557,139
2084 - 208 7,557,139
2089 - 209 7,557,139
2094 - 209 4,660,238
Total payments 133,131,602

Less intere: (113,159,201)

19,972,401

Less: current portic (2,143)
Long-term portion $ 19,970,258

The following is an analysis of the leased propertgier capital lease:

Westwood Towel $ 19,987,798
Less accumulated amortizat (5,496,644)
$ 14,491,154
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(12) Restricted Net Assets

Restricted net assets represent the portion of netaassets restricted by the requirements of/én®us
bond indentures, for the loan closing cost progaauh for capital projects. All restricted amounts aet of
related liabilities.

(13) Pension Plan and Postretirement Health Care Befits

(@ Pension Plan

All the Commission’s full-time employees hired befoOctober 1, 1994, participate in the
Employees’ Retirement System of Montgomery Counte (Bystem), a cost-sharing multiple-
employer defined benefit pension plan. The Systens wstablished under Chapter 33 of the
Montgomery County Code, 1965, as amended. The pdsom Commission employees covered by
the System for the year ended June 30, 2008 w&53594; the Commission’s total payroll was
$21,097,700.

Participation in the System is mandatory for emp&syhired before October 1, 1994, and provides
normal retirement benefits equivalent to 2% of #werage final earnings multiplied by years of
credited service, up to a maximum of 36 years, pids leave credits. The benefit may be adjusted
for cost of living annually. The average final dags would be equal to the average earnings for the
36 months immediately preceding retirement or amnsecutive 36-month period during
employment, whichever is greater. Benefits fullystven reaching five years of service. Vested
employees may retire at or after age 45 and recetgced retirement benefits.

During the fiscal year 2008, covered employeesrinried between 4% to 6% of their salary to the
System. The Commission is required by the samaitetdb contribute the remaining amounts
necessary to pay benefits when due. The contribudquirements for the three years ended June 30,
2008 is as follows:

200¢ 2007 200¢

Commission contribution $ 1,318,380 1,250,640 73,216
Employee contributic 233,804 234,301 250,963

Total contribution requirement  $ 1,552,184 1,484,94 1,426,179
Contribution requirements as a

percentage of covered payr
Commissiol 22.15% 21.64% 18.96%
Employee 3.92% 4.05% 4.05%

Historical trend information showing the Systemisgress in accumulating sufficient assets to pay
benefits when due is presented in the System’siéiah statements, as of and for the year ended
June 30, 2008. A publicly available annual repb#ttincludes financial statements and required
supplementary information for the System and th&n@d Contribution Plan can be obtained by
writing the Board of Investment Trustees, Montgom€&agunty Government, 101 Monroe Street,
Rockville, Maryland, 20850.
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Defined Contribution Plan

All full-time employees of the Commission hired aft October 1, 1994 participate in the
Montgomery County Government Employees’ Retirememtir®ys Plan, a cost sharing multiple-
employer defined contribution plan. The Plan waakldished by Montgomery County under Chapter
33 of the Montgomery County Code. Part-time empdsyef the Commission hired after October 1,
1994 may also participate in the plan.

The plan requires all participants to contribute 8%ttheir salaries. Participants earning salaries
exceeding the Social Security wage base, whichoxppated $97,500 at June 30, 2008, must
contribute 6% of the excess over the wage base.Cdmmission must contribute 6% of each
participant's annual salary. Employee and emplagrtributions must remain in the participant’s
account until retirement or termination of employmeNo loans are allowed.

Payroll from the Commission covered by the plan foe year ended June 30, 2008 totaled
$14,160,989. Commission and employee contributionthe plan totaled $820,348 and $411,677
respectively, for the year ended June 30, 2008.

Other Postemployment Benefits (OPEB)

Plan Description: The Commission is a component unit of Montgomeryr@y, Maryland and a
participant in the cost-sharing multiple-employefided healthcare plan sponsored by the County.
The Commission provides postretirement health barefits, in accordance with County statutes, to
all employees who retire after achieving age anary@f service requirements. Postemployment
benefit provisions and eligibility requirements fagtirees are described under the Montgomery
County Group Insurance Summary Plan. Postemployibenefits include medical, life, dental,
vision and prescription coverage. Currently, #fees meet those eligibility requirements.

Funding Policy: The Commission pays 50% to 80% of the group medacal life insurance
premiums of those retirees, depending on years esice in the plan. Expenditures for
postretirement health care benefits are recograsetie County bills the Commission on a quarterly
basis. The annual pay-as-you-go expenditures amduot $304,266 during fiscal year 2008. In
addition during fiscal year 08 the Commission pthiel annual required contribution (ARC) amount
of $524,000 which represents the requirement oviéreayear period. In fiscal year 09 the period
changes to eight years.

Annual OPEB Cost and Net OPEB Obligation: The ARC, or annual OPEB cost (AOC) for fiscal
year 08 was based on the actuarial valuation dsireé 30, 2006, the latest valuation on the date the
County Council was required to approve the appaderiesolution.

Actuarial Methods and Assumptions. The actuarial valuation for fiscal year 08 was perfed by
AON Consulting with a valuation date of June 300&0 The actuarial method used was the
Projected Unit Credit Actuarial Cost Method. Thatimated cost to the Commission to fund the
fiscal year 09 ARC is $600,000.
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(14) Contingencies
(@) Litigation

As a result of the normal course of operations, @menmission currently is involved in certain
litigation. This litigation involves former employesomplaints, tenant matters and subcontractor
claims. Management and legal counsel believe theome of any current litigation will not have a
materially adverse impact on the financial positddthe Commission.

() HUD Program Grants

The Commission participates in a nhumbeiFefleral, State and County assisted grant programs,
principal of which are the Department of Housingl ddrban Development Housing Assistance
Payments (Section 8), Low Rent Public Housing, Camnensive Grants, Lower Income Housing
Assistance Program (Section 8 Moderate Rehabditgti Public Housing Capital Fund and
Supportive Housing. These programs are subjedntméial and compliance audits by grantors or
their representatives. The audits of most of thesgrams for, or including, the year ended June 30,
2006, have not yet been completed. The amount péreditures which may be disallowed by the
granting agencies cannot be determined at this, tmiough management does not believe
disallowed amounts, if any, would be material.

(c) Risk Management

The Commission is exposed to various risks of Iadated to torts; theft of, damages to, and
destruction of assets; errors and omissions; mgutb employees; and natural disasters. The
Commission participates in Montgomery County’s #edurance fund or purchases insurance to
address such exposures. The County fund is magatdor general liability and property coverages
under which participants share the costs of wotkemmpensation, comprehensive general,
automobile and professional liability, fire and fthehe liability for errors, omissions, and other
selected areas which require coverage. Commergarance is purchased for claims in excess of
coverage by the self-insurance fund and for otlsiismot covered by the fund. The Commission’s
liability for claims is limited to insurance premmg paid to the self-insurance fund. During theryea
there were no significant reductions in commeraialrance coverage. For the past five years, no
insurance settlements exceeded commercial insucamvegage.

(15) Conduit Debt Obligations

Conduit debt obligations refer to certain limitetdigation revenue bonds or similar debt instruments
issued by the Commission for the purpose of progidiapital financing for a third party that is patrt of

the Commission’s reporting entity. The Commissias issued a number of individual bonds for finagcin
for Multi-Family developments for which the Commds has no legal liability for repayment or
administration. The Commission participates in sigguances in order to increase the availability of
affordable housing in the County. The bonds arersechy the facilities financed and are payable from
revenues or monies made available to the Commidsiosuch purpose. The bonds do not constitute a
debt or charge against the general credit of ther@igsion, the County, the State or a political $uibobn
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thereof. Accordingly, the bonds are not reportediaslities in the accompanying financial statertsen
The bonds outstanding at June 30, 2008 are sunmendow:

Bonds outstanding, beginning of y $ 338,437,152
Issuances during the y —
Redemptions during the ye (638,247)
Bonds outstanding, end of year $ 337,798,905
Arbitrage

The Internal Revenue Code of 1986 placed significestrictions regarding arbitrage on housing fown
agencies throughout the United States. Arbitragrigcwhen investments of bond proceeds not used to
purchase mortgage loans earn more than the intattesbn the bonds or when the housing finance@gen
has net earnings of more than 1.125% on mortgagesh@sed with bond proceeds. Under the Internal
Revenue Service (IRS) regulations, if an individoahd series has positive arbitrage five years #fie
original issuance, this amount must be refundeti¢dRS.

At June 30, 2008, there is a liability of $940,22d $299,011 for the Single Family and Multi-Family
Fund Programs, respectively, which may be due faréuyears. The liability is included in the acctun
payable and accrued liabilities balance of eacl.fun

Subsequent Events
Ambassador Land Donation

In August 2008 the Commission signed a confirmattegd for the donation and transfer of Residential
Unit 3 in the Ambassador apartments to the Hou€ipgortunities Commission. The property donated is
comprised of the rear deck area above the underdr@arking garage and the existing one-story
recreational building. The Commission is in thegass of having a current appraisal done on Resadien
Unit 3 and will record the donation in fiscal y&f109.

Bank of America acquisition of Merrill Lynch & Co., Inc.

On September 15, 2008 the Bank of America Corpamatigreed to acquire Merrill Lynch and Co., Inc.
Merrill Lynch has served as the Commission’s leadeuwriter for Multi-Family and Single Family bond
issuances for approximately twenty years. The Cimsion does not anticipate that the acquisition of
Merrill Lynch and Co., Inc. will impact the curremlationship.

The Commission entered into six separate pay-fixedeive variable interest rate swaps with Merrill
Lynch Capital Services (MLCS) and one separate padfi receive variable interest rate swap with
Merrill Lynch Derivative Products (MLDP). As of Odier 15, 2008, the termination value of all swaps
had a negative fair value of $4,673,063 as comptar&3,653,934 as of June 30, 2008. The Commission
is exposed to credit risk in the amount of the\ddives’ negative fair value. MLCS, the counterpdor

six of the swaps was rated A2/A/A+ as of October2ll®8. MLDP, the counterparty for one of the swaps
was rated Aaa/AAA/AAA as of October 15, 2008.
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I nvestment Values

During 2008, financial markets as a whole have iirelisignificant declines in values. It is theeimt of
the Commission to hold all investment to maturitjowever, because the values of individual investse
fluctuate with market conditions, the amount ofskes that the Commission will recognize in its fatur
financial statements, if any, cannot be determined.

Variable Rate Debt

The Commission has, over the years, issued VarRate Demand Obligation (VRDO) bonds in several
series to support its activities in the multifaménd single family bond programd.iquidity for these
bonds is provided by DEPFA Bank, plc (DEPFA). ThaltdRDO debt outstanding with DEPFA as the
liquidity provider is $123.3 million as of Octob28, 2008. Due to the disrupted financial market over the
past several weeks, many of these bonds have besankebonds resulting in accelerated amortization.
The Commissiors currently evaluating alternate liquidity fagyliand is putting in place a plan to replace
the DEPFA liquidity to preclude the accelerated dimation. Management believes the plan is sufficient
to meet future liquidity requirements. The planeipected to be finalized and implemented before
December 31, 2008.
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUNTY , MARYLAND

(A Component Unit of Montgomery County, Maryland)
Statement and Certification of Actual Modernizat@osts
Modernization Project Number MD 39-P0004-501-03
From Inception through June 30, 2008

Management improvements $
Administratior

Fees and cos

Site improvemen

Dwelling structure

Non-dwelling structure

257,250
206,203
75,079
36,778
1,008,545
164,770

Total development costs $

1,748,625

The total amount of modernization costs at June€308, as shown above, is in agreement
with the Annual Performance and Evaluation Fornmstted to HUD on August 16, 20(

See accompanying independent auditor's report.
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUNTY , MARYLAND
(A Component Unit of Montgomery County, Maryland)

Statement and Certification of Actual Modernizat(oosts
Modernization Project Number MD 39-P0004-501-03
From Inception through June 30, 2008

Management improvements $ —
Administratior —
Fees and cos 651
Site improvemen —
Dwelling structure 436,588

Non-dwelling structure —

Total development costs $ 437,239

The total amount of modernization costs at Jun€808, as shown above, is in agreement
with the Annual Performance and Evaluation Forrmsitted to HUD on June 27, 20!

See accompanying independent auditor's report.
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUNTY , MARYLAND
(A Component Unit of Montgomery County, Maryland)

Statement and Certification of Actual Modernizat(oosts
Modernization Project Number MD 39-P0004-501-03
From Inception through June 30, 2008

Management improvemel $ 285,172
Administratior 224,444
Fees and cos 107,558
Site improvements 7,000
Dwelling structure 1,278,681
Non-dwelling structure 43,278

Total development costs $ 1,946,133

The total amount of modernization costs at Jun€808, as shown above, is in agreement
with the Annual Performance and Evaluation Formrmsttied to HUD on June 27, 20(

See accompanying independent auditor's report.
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HOUSING OPPORTUNITES COMMISSION OF
MONTGOMERY COUNTY, MARYLAND

Real Estate Limited Partnership
Component Units
COMPONENT UNITS:

The following limited partnerships do not qualifyrfblending and are, therefore, classified as desty
presented component units of the Commission:

Montgomery Homes Limited Partnership Il (MHLP 1) — which is reported as a component unit, owns and
operates 54 moderately priced dwelling units lat@&tevarious parts of Montgomery County, Marylande
operated as rental housing for low and moderatenmgcfamilies.

Montgomery Homes Limited Partnership VI (MHLP VI) — which is reported as a component unit, owns and
operates 15 moderately priced dwelling units lat@&tevarious parts of Montgomery County, Marylande
operated as rental housing for low and moderatenigcfamilies.

Montgomery Homes Limited Partnership VII (MHLP VII) — which is reported as a component unit, owns
and operates 35 moderately priced dwelling unitatied in various parts of Montgomery County, Mangdao
be operated as rental housing for low and modénatene families.

Montgomery Homes Limited Partnership VIII (MHLP VIII) — which is reported as a component unit, owns
and operates 49 moderately priced dwelling unitatied in various parts of Montgomery County, Mangdao
be operated as rental housing for low and modénatene families.

Montgomery Homes Limited Partnership IX (MHLP IX) — which is reported as a component unit, owns and
operates 116 moderately priced dwelling units ledan various parts of Montgomery County, Marylaodbe
operated as rental housing for low and moderatenmgcfamilies.

Montgomery Homes Limited Partnership X (MHLP X) — which is reported as a component unit, owns and
operates 75 moderately priced dwelling units lat@&tevarious parts of Montgomery County, Marylande
operated as rental housing for low and moderatenmgcfamilies.

Shady Grove Apartments Limited Partnership -which is reported as a component unit, owns andabge a
144 unit apartment rental complex for low and matkemcome families located in Rockville, Montgosner
County, Maryland.

Manchester Manor Apartments Limited Partnership - which is reported as a component unit, owns and
operates a 53 unit apartment rental complex fordad moderate income families Located in Silverirgpr
Montgomery County, Maryland.

The Willows of Gaithersburg Associates Limited Pamership - which is reported as a component unit, owns
and operates a 195 unit apartment rental complebofoand moderate income families under Sectioh @&3he
National Housing Act located in Gaithersburg, Mamtgry County, Maryland.

Georgian Court Silver Spring Limited Partnership - which is reported as a component unit, owns and
operates a 147 unit apartment rental complex fordod moderate income families under Section 236ef
National Housing Act located in Silver Spring, Mgomery County, Maryland.
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MV Affordable Housing Associates Limited Partnershp - which is reported as a component unit, owns and
operates 94 moderately priced dwelling units knasrstewartown Homes for low and moderate income
families under Section 236 of the National Houshug located in Gaithersburg, Montgomery County,
Maryland.

Strathmore Court Associates Limited Partnership- which is reported as a component unit, owns getaies
51 rental unit apartments for low and moderatenmedamilies located in Rockville, Montgomery County
Maryland.

Metropolitan of Bethesda Limited Partnership— which is reported as a component unit, ownscpetates 92
luxury residential apartment units for low and m@de income families in Bethesda, Montgomery County
Maryland.

Spring Garden One Associates Limited Partnership which is reported as a component unit, owns and
operates 58 low-income tax credit apartment umts24 units at market rate for low and moderatenme
families in Silver Spring, Montgomery County, Maayld.

Barclay One Associates Limited Partnership which is reported as a component unit, ownsapetates 81
rental unit apartments for low and moderate incfanglies located in Bethesda, Montgomery County,
Maryland.

Wheaton University Boulevard Limited Partnership - which is reported as a component unit, owns and
operates a 162 rental unit apartments for modératene families located in Wheaton, Montgomery Qgun
Maryland.

Wheaton Metro Limited Partnership (Metro Pointe) — which is reported as a component unit, owns and
operates 40 rental unit apartments for low and maidéncome families located in Wheaton, Montgomery
County, Maryland.

Forest Oak Towers Limited Partnership- which is reported as a component unit, owns gregtaies a 175 unit
apartment rental complex for elderly low and motkenacome renters located in Gaithersburg, Montggme
County, Maryland.
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND
(A Component Unit of Montgomery County, Maryland)

Tax Credit Financial Statements
As of June 30, 2008

Manchester Willows of Georgian
Totals Reclassification MHLP I MHLP VI MHLP VIl MHLP VI MHLP IX MHLP X Shady Grove Manor of Gaithersburg Court
Assets
Current Assets:
Unrestricted:
Cash and Cash Equivalents 5,452,448 - 134,410 34,953 31,650 46,853 100 - 253,084 10,703 219,888 105,348
Total cash and Investments 5,452,448 - 134,410 34,953 31,650 46,853 100 - 253,084 10,703 219,888 105,348
Interfund Receivable (Payable) - (436,214) 18,253 10,213 - - - 151,175 - - 20,999 -
Accounts Receivable and Other Assets 17,608,318 - 20,644 - 22,230 22,997 78,485 69,516 241,689 22,213 53,625 109,320
Total unrestricted current assets 23,060,766 (436,214) 173,307 45,166 53,880 69,850 78,585 220,691 494,773 32,916 294,512 214,668
Restricted cash and cash equivalents:
Customer Deposits 690,310 - 28,345 9,587 15,649 23,797 47,914 27,552 47,004 25,847 77,955 85,545
Cash paid for current liabilities -
Total restricted cash and cash equivalents 690,310 - 28,345 9,587 15,649 23,797 47,914 27,552 47,004 25,847 77,955 85,545
Total current assets 23,751,076 (436,214) 201,652 54,753 69,529 93,647 126,499 248,243 541,777 58,763 372,467 300,213
Noncurrent assets:
Restricted cash and cash equivalents 9,116,667 - - - - - 196,918 67,445 735,070 194,097 210,111 558,465
Total noncurrent restricted assets 9,116,667 - - - - - 196,918 67,445 735,070 194,097 210,111 558,465
Capital assets, net of depreciation 146,889,678 - 2,044,104 1,021,193 2,277,972 3,003,782 8,371,326 5,152,836 8,284,905 2,809,907 7,121,094 8,232,560
Deferred Charges 4,056,925 - - 2,517 6,042 9,294 95,410 134,928 196,691 70,967 185,427 157,257
Total noncurrent assets 160,063,270 - 2,044,104 1,023,710 2,284,014 3,013,076 8,663,654 5,355,209 9,216,666 3,074,971 7,516,632 8,948,282
Total assets 183,814,346 (436,214) 2,245,756 1,078,463 2,353,543 3,106,723 8,790,153 5,603,452 9,758,443 3,133,734 7,889,099 9,248,495
Liabilities and Net Assets
Liabilities
Current liabilities:
Accounts payable and accrued liabilities 5,197,375 - 13,504 19,730 5,814 10,523 549,591 21,641 55,402 202,537 219,913 339,428
Accrued interest payable 4,612,079 2,402,064 10,892 4,722 1,530 2,244 27,356 18,499 32,083 9,262 7,669 39,817
Mortgage notes and loans payable-Current 4,181,817 - 780,194 759,286 76,000 237,164 134,425 74,081 187,420 51,741 378,942 194,906
Loans payable to Montgomery County 658,000 - - - - - - - - - - -
Advances from primary government 13,583,063 13,583,063 - - - - - - - - - -
Total current unrestricted 28,232,334 15,985,127 804,590 783,738 83,344 249,931 711,372 114,221 274,905 263,540 606,524 574,151
Current liabilities payable from restricted assets:
Customer deposit payable 602,782 - 18,762 4,743 10,139 20,276 44,721 24,486 46,604 20,252 75,320 83,011
Total current liabilities payable from restricted assets 602,782 - 18,762 4,743 10,139 20,276 44,721 24,486 46,604 20,252 75,320 83,011
Total current liabilities 28,835,116 15,985,127 823,352 788,481 93,483 270,207 756,093 138,707 321,509 283,792 681,844 657,162
Noncurrent liabilities:
Mortgage notes and loans payable 127,972,955 9,720,945 - 138,687 598,999 64,866 5,076,276 4,644,976 7,065,386 2,085,611 5,513,225 5,195,980
Notes Payable HOC - (9,720,945) - - - - 1,153,175 - - - 241,435
Loans payable to Montgomery County 17,221,218 - - - - - 1,405,500 800,000 282,000 800,000 600,000 1,676,298
Deferred revenue 113,169 - - - 45,485 67,684 - - - - - -
Interfund Payable - (14,019,277) - 898,514 1,689,940 2,385,062 1,661,347 - 4,828 53,305 - 6,015
Deferred Interest Payable - (2,402,064) - - - - 870,019 425,570 - - 124,652 -
Escrow and other deposits 1,574,866 - - - - - - - - - - -
Total noncurrent li 146,882,208 (16,421,341) - 1,037,201 2,334,424 2,517,612 10,166,317 5,870,546 7,352,214 2,938,916 6,237,877 7,119,728
Total liabilities 175,717,324 (436,214) 823,352 1,825,682 2,427,907 2,787,819 10,922,410 6,009,253 7,673,723 3,222,708 6,919,721 7,776,890
Net Assets -
Investment in Capital Assets, Net of Related Debt (16,727,375) (16,727,375) - - - - - - - - - -
Restricted Net Assets 9,204,195 9,204,195 - - - - - - - - - -
Unrestricted Net Assets 15,620,202 15,620,202 - - - - - - - - - -
Partners' Equity/Retained Earnings - (8,097,022) 1,422,404 (747,219) (74,364) 318,904 (2,132,257) (405,801) 2,084,720 (88,974) 969,378 1,471,605
Total net assets 8,097,022 - 1,422,404 (747,219) (74,364) 318,904 (2,132,257) (405,801) 2,084,720 (88,974) 969,378 1,471,605
Total liabilities and net assets 183,814,346 (436,214) 2,245,756 1,078,463 2,353,543 3,106,723 8,790,153 5,603,452 9,758,443 3,133,734 7,889,099 9,248,495
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND
(A Component Unit of Montgomery County, Maryland)

Tax Credit Financial Statements
As of June 30, 2008

Operating Revenues:

Dwelling Rental 16,653,565 - 590,357 178,658 393,598 546,281 1,296,212 853,846 1,698,568 567,868 1,663,115 1,195,894
Management fees and other income 496,807 - 9,224 2,677 1,994 36,728 2,767 578 18,905 11,141 96,633 33,212
Total operating revenues 17,150,372 - 599,581 181,335 395,592 583,009 1,298,979 854,424 1,717,473 579,009 1,759,748 1,229,106

Operating Expenses:

Administration 2,679,036 - 93,994 32,118 59,747 80,778 171,443 115,720 210,113 40,929 259,557 226,441
Maintenance 3,699,613 - 183,953 87,236 166,851 158,589 326,740 205,315 221,413 152,842 499,452 362,740
Depreciation and amortization 5,054,442 - 106,043 43,213 91,175 140,905 376,922 290,097 339,020 134,518 262,781 320,238
Utilities 1,539,627 - 3,085 2,918 7,101 5,256 23,127 4,720 127,073 142,926 319,059 80,546
Fringe benefits 531,380 - 21,831 9,217 20,868 20,399 34,484 19,830 77,234 27,323 95,537 48,586
Interest Expense 4,974,314 - 58,832 57,481 64,748 36,072 408,721 282,146 381,431 112,324 119,712 199,920
Other 2,884,069 - 237,118 82,198 168,940 234,627 454,406 207,411 221,723 87,181 108,994 153,101
Bad Debt Expense 92,218 - 1,847 757 2,240 5,384 17,212 5,448 3,897 735 5,909 10,534
Total operating expenses 21,454,699 - 706,703 315,138 581,670 682,010 1,813,055 1,130,687 1,581,904 698,778 1,671,001 1,402,106

Operating income (loss) (4,304,327) - (107,122) (133,803) (186,078) (99,001) (514,076) (276.263) 135,569 (119,769) 88,747 (173,000)

Nonoperating revenues (expenses):

Investment income 264,603 - 3,375 1,813 3,469 2,981 10,110 3,869 37,068 9,330 13,312 22,626
Total Nonoperating Income (Loss) 264,603 - 3,375 1,813 3,469 2,981 10,110 3,869 37,068 9,330 13,312 22,626
Income (Loss) (4,039,724) - (103,747) (131,990) (182,609) (96,020) (503,966) (272,394) 172,637 (110,439) 102,059 (150,374)

Capital contributions 7,301,844

Transfer of MHLP IlI, 1V, V and Barclay Development Corporation (4,801,834
Change in net assets (1,539,714)
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND
(A Component Unit of Montgomery County, Maryland)

Tax Credit Financial Statements
As of June 30, 2008

MV Affordable Strathmore Metropolitan Spring Garden Barclay One  Wheaton

Housing Court of Bethesda One Associates Associates University MetroPointe Forest Oak
Assets
Current Assets:
Unrestricted:
Cash and Cash Equivalents 124,366 21,862 16,953 214,428 349,043 18,960 3,534,728 335,119
Total cash and Investments 124,366 21,862 16,953 214,428 349,043 18,960 3,634,728 335,119
Interfund Receivable (Payable) - 40,634 - 33,315 161,625 - - -
Accounts Receivable and Other Assets 82,920 1,232 58,833 178,930 501,589 75,684 15,926,331 142,080
Total unrestricted current assets 207,286 63,728 75,786 426,673 1,012,257 94,644 19,461,059 477,199
Restricted cash and cash equivalents:
Customer Deposits 45,770 24,594 43,835 28,236 56,026 58,501 - 44,153
Cash paid for current liabilities
Total restricted cash and cash equivalents 45,770 24,594 43,835 28,236 56,026 58,501 - 44,153
Total current assets 253,056 88,322 119,621 454,909 1,068,283 153,145 19,461,059 521,352
Noncurrent assets:
Restricted cash and cash equivalents 348,031 30,923 363,051 479,524 395,494 753,298 - 4,784,240
Total noncurrent restricted assets 348,031 30,923 363,051 479,524 395,494 753,298 - 4,784,240
Capital assets, net of depreciation 8,533,689 4,930,002 8,496,835 12,563,301 11,337,380 5,265,223 24,678,585 22,764,984
Deferred Charges 166,480 - - 272,498 445,734 205,930 1,106,430 1,001,320
Total noncurrent assets 9,048,200 4,960,925 8,859,886 13,315,323 12,178,608 6,224,451 25,785,015 28,550,544
Total assets 9,301,256 5,049,247 8,979,507 13,770,232 13,246,891 6,377,596 45,246,074 29,071,896
Liabilities and Net Assets
Liabilities
Current liabilities:
Accounts payable and accrued liabilities 200,883 81,538 80,104 1,079,546 391,527 94,422 1,495,471 335,801
Accrued interest payable 45,618 29,423 36,277 406,253 170,722 1,235,756 - 131,892
Mortgage notes and loans payable-Current 471,298 87,953 82,110 116,148 114,672 155,886 - 279,591
Loans payable to Montgomery County - - - - 658,000 - - -
Advances from primary government - - - - - - - -
Total current unrestricted liabilities 717,799 198,914 198,491 1,601,947 1,334,921 1,486,064 1,495,471 747,284
Current liabilities payable from restricted assets:
Customer deposit payable 42,620 16,807 35,322 27,780 31,266 57,652 - 43,021
Total current liabilities payable from restricted assets 42,620 16,807 35,322 27,780 31,266 57,652 - 43,021
Total current liabilities 760,419 215,721 233,813 1,629,727 1,366,187 1,543,716 1,495,471 790,305
Noncurrent liabilities:
Mortgage notes and loans payable 4,147,779 5,545,905 7,723,482 6,608,827 6,524,852 3,325,651 36,350,000 17,641,508
Notes Payable HOC - - - 3,274,431 2,891,404 - - 2,160,500
Loans payable to Montgomery County 2,425,420 - - 1,382,000 - 2,000,000 4,350,000 1,500,000
Deferred revenue - - - - - - - -
Interfund Payable 44,915 1,136,904 6,067,192 - - - 33,466 37,789
Deferred Interest Payable - 981,823 - - - - - -
Escrow and other deposits - - - - - - - 1,574,866
Total noncurrent liabilities 6,618,114 7,664,632 13,790,674 11,265,258 9,416,256 5,325,651 40,733,466 22,914,663
Total liabilities 7,378,533 7,880,353 14,024,487 12,894,985 10,782,443 6,869,367 42,228,937 23,704,968
Net Assets
Investment in Capital Assets, Net of Related Debt - - - - - - - -
Restricted Net Assets - - - - - - - -
Unrestricted Net Assets - - - - - - - -
Partners’ Equity/Retained Earnings 1,922,723 (2,831,106) (5,044,980) 875,247 2,464,448 (491,771) 3,017,137 5,366,928
Total net assets 1,922,723 (2,831,106) (5,044,980) 875,247 2,464,448 (491,771) 3,017,137 5,366,928
Total liabilities and net assets 9,301,256 5,049,247 8,979,507 13,770,232 13,246,891 6,377,596 45,246,074 29,071,896
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY, MARYLAND
(A Component Unit of Montgomery County, Maryland)

Tax Credit Financial Statements
As of June 30, 2008

Operating Revenues:

Dwelling Rental 1,025,622 498,527 601,986 947,801 1,581,586 1,272,972 - 1,740,674
Management fees and other income 9,707 204,784 - 3,772 49,423 15,262 - -
Total operating revenues 1,035,329 703,311 601,986 951,573 1,631,009 1,288,234 - 1,740,674

Operating Expenses:

Administration 153,704 138,480 251,613 176,649 208,244 241,317 821 217,368
Maintenance 216,957 156,783 147,045 100,957 154,167 401,990 - 156,583
Depreciation and amortization 363,916 265,080 307,708 567,472 886,936 197,342 - 361,076
Utilities 77,387 49,009 146,082 89,442 129,364 240,353 - 92,179
Fringe benefits 71,295 - - 16,626 28,017 19,618 520 19,995
Interest Expense 119,993 432,514 437,748 566,951 596,132 306,887 - 792,702
Other 136,829 32,764 107,311 76,160 241,301 75,897 (4,725) 262,833
Bad Debt Expense 717 80 - 9,675 7,478 20,305 - -
Total operating expenses 1,140,798 1,074,710 1,397,507 1,603,932 2,251,639 1,503,709 (3,384) 1,902,736

Operating income (loss) (105,469) (371,399) (795,521) (652,359) (620,630) (215,475) 3,384 (162,062)

Nonoperating revenues (expenses):

Investment income 21,619 1,074 14,534 17,990 67,203 32,261 29 1,940
Total Nonoperating Income (Loss) 21,619 1,074 14,534 17,990 67,203 32,261 29 1,940
Income (Loss) (83,850) (370,325) (780,987) (634,369) (553,427) (183,214) 3,413 (160,122)

Capital contributions
Transfer of MHLP IIl, IV, V and Barclay Development Corporation
Change in net assets
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lll. STATISTICAL SECTION
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUNTY
NET ASSETS BY COMPONENT - UNAUDITED
LAST SEVEN YEARS ENDED JUNE 30, 2008

Fiscal Invested in Capital Assets

Year Net of Related Debt Restricted Unrestricted TotaNet Assets
2002 $ 33,137,217 $ 57,044,829  $53,495,437 $ 143,677,483
2003 25,804,778 60,325,677 70,077,777 156,208,232
2004 35,900,750 43,004,294 73,011,523 151,916,567
2005 31,118,443 45,091,955 86,835,351 163,045,749
2006 41,079,396 31,493,525 87,874,552 160,447,473
2007 43,431,423 30,809,793 99,342,652 173,583,868
2008 39,974,579 44,853,616 100,508,641 185,336,836

Note: Prior years data not available due to threversion to the Enterprise Fund Model under GASBeBhent No. 34.
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY
CHANGE IN NET ASSETS BY ENTERPRISE FUND
LAST SEVEN YEARS ENDED JUNE 30, 2008

General Fund

Opportunity Housing Fund

Public Fund

Operating and Operating and

Operating and Operating ard Operating and

Operating and

Fiscal Non-operating Non-operating Change in Non-opelting Non-operating Change in Non-operating Non-operatig Change in
Year Revenues Expenses Net Assets Revenues Expenses Neets Revenues Expenses Net Assets
2008 $ 18,605,303 $ 16,165,334 $ 2,439,969 $ 49,211,864 45,662,928 $ 3,548,936 $102,866,531 $ 98,523,036 $ 4,343,495
2007 18,398,540 14,669,524 3,729,016 43,925,076 40,419,947 3,505,129 97,655,029 92,205,862 5,449,167
2006 13,101,933 13,271,621 (169,688) 47,084,754 39,944,912 7,139,842 92,719,426 89,976,339 2,743,087
2005 15,343,680 11,750,449 3,593,231 50,709,551 45,697,221 5,012,330 91,068,923 91,551,693 (482,770)
2004 10,965,043 14,824,658 (3,859,615) 49,191,812 42,485,568 6,706,244 90,802,701 88,609,131 2,193,570
2003 14,019,632 10,927,084 3,092,548 44,004,260 42,938,552 1,065,708 74,148,345 73,862,004 286,341
2002 16,823,607 10,412,272 6,411,335 42,404,199 43,700,672 (1,296,473) 59,047,778 60,031,473 (983,695)
Average $ 15,322,534 $ 13,145,849 $ 2,176,685 $ 46,647,359 42,978,543 $ 3,668,817 $ 86,901,248 $ 84,965,648 $ 1,935,599
Single Family Fund Multi-Family Fund
Operating and Operating and Operating and Operating an
Fiscal Non-operating Non-operating Change in Non-opelting Non-operating Change in
Year Revenues Expenses Net Assets Revenues Expenses Sses
2008 $ 15,712,926 $ 14,991,208 $ 721,718 $ 22,923,420 22,224,570 $ 698,850
2007 14,593,737 15,147,917 (554,180) 23,204,209 22,056,056 1,148,153
2006 8,332,078 13,075,152 (4,743,074) 17,328,986 24,679,371 (7,350,385)
2005 13,209,525 12,635,470 574,055 25,473,068 22,784,625 2,688,443
2004 5,552,530 12,957,459 (7,404,929) 18,110,910 19,871,624 (1,760,714)
2003 18,850,910 16,657,095 2,193,815 25,350,983 19,458,646 5,892,337
2002 20,715,720 17,769,623 2,946,097 21,770,474 23,842,724 (2,072,250)
Average $ 13,852,489 $ 14,747,703 $ (895,214) $ 22,023,150 22,131,088 $ (107,938)

Note: Prior years data not available due to theversion to the Enterprise Fund Model under GASBeshent No. 34.
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY

REVENUES, EXPENSES, AND CHANGES IN NET ASSETS - UNAIDITED

LAST SEVEN YEARS ENDED JUNE 30, 2008

Operating revenues:

Dwelling rental $

Investment income
Unrealized gains on investments
Interest on mortgage and construction loans rebva
Management fees and other income
U.S. Department of Housing and Urban Developmesutgt

Housing Assistance Payments (HAP)

HAP administrative fees

Other grants
State and county grants

Total operating revenues

Operating expenses:

Housing Assistance Payments
Administration

Maintenance

Depreciation and amortization

Utilities
Fringe benefits
Interest expense
Other expenses
Bad debt expense
Total operating expenses
Operating income/(loss)

Nonoperating revenues (expenses):

Investment income

State and County grants

Unrealized losses on investments

Interest on mortgage and construction loans reb&va

Interest expense

Other grants

Total nonoperating income

Income/(Loss) before contributions and transfers

Capital contributions

Transfer of MHLP 1, Ill, IV, V and Barclay Develogmt Corp.
Change in net asse $

Note: Prior years data not available due to thevecsion to the Enterprise Fund Model under GAS&EeBhent No. 34.

2008 2007 2006 2005 2004 2003 2002
47,207,730 44,708,879 45,050,127 48,423,150 47,249,298 45,927,853 45,626,585
12,594,626 16,949,098 15,319,779 10,620,043 13,180,090 7,077,255 8,832,261

390,768 (834,397) (9,850,434) 7,766,629 (11,187,026) 9,755,942 1,223,382
17,297,737 13,710,886 12,192,024 11,6@8,17 12,564,013 18,173,298 21,568,065

9,115,619 10,485,337 9,785,159 11,599,202 883011 8,718,342 5,346,584
68,098,758 65,497,448 64,550,179 65,636,655 60,454,965 47,318,424 34,923,904

5,132,533 4,260,881 4,580,067 4,685,801 SHEL2 4,163,245 3,303,148

8,777,422 7,950,894 6,976,369 6,780,137 07 b4 6,687,547 7,097,873
10,333,157 9,147,060 6,881,222 7,084,539 555629 7,779,100 6,968,039

178,948,350 171,876,086 155,484,492 174,8%0,3 __ 148,685,756 155,601,006 134,889,841
65,088,360 62,250,457 63,239,005 66,539,618 61,371,348 47,671,652 35,233,401
31,491,319 29,693,342 27,965,154 30,254,371 32,835,872 29,889,058 29,015,844
13,443,354 11,540,628 11,064,356 10,495,885 10,846,509 12,649,094 11,288,064
12,308,298 11,092,722 10,567,281 10,709,532 10,065,346 9,589,701 9,086,960

5,381,832 5,244,849 5,231,525 4,944,260 594782 3,371,986 3,246,185

7,176,063 6,293,777 5,620,301 5,102,332 8220 4,083,488 3,148,372
35,012,776 33,017,662 33,003,609 30,781,800 29,701,596 34,443,381 37,437,659

5,269,845 5,519,503 6,443,315 7,071,134 03@I4 4,806,847 4,779,546

634,021 269,722 250,235 181,126 203,948 09,5244 221,268
175,805,868 164,922,662 163,384,781 166,680,0 157,372,615 146,714,751 133,457,299
3,142,482 6,953,424 (7,900,289) 8,110,277 (8,686,859) 8,886,255 1,432,542
2,472,198 2,510,513 2,327,025 1,151,508 5B 1,185,029 1,960,699

3,857 51,286 — 100,000 366,666 106,091 156,754
- — (1,275) (12,550) (23,190) (19,252) 14,170
90,832 102,502 112,598 174,377 243,090 375,648 529,212
(247,225) (214,060) (186,428) (103,156) (188)61 (320,342) (478,489)
31,034 40,689 41,099 40,601 — 34,200 9,443
2,350,696 2,490,930 2,293,019 1,350,780 AR 1,361,374 2,281,789
95,178 9,444,354 (5,607,270) 9,470,057 (7,339,318) 10,247,629 3,714,331
1,457,956 3,692,041 3,008,994 1,172,636 4353 2,283,120 1,290,683
4,801,834 — — 486,489 — — —
11,752,968 $ 13,136,395 $ (2,598,276) 11,129,182 (4,291,665) 12,530,749 5,005,014
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY
SIGNIFICANT OWN-SOURCE REVENUE - UNAUDITED
LAST SEVEN YEARS ENDED JUNE 30, 2008

Tenant
Fiscal Revenue % Total
Year Total Operating Revenues
2008 $ 47,207,730 26.38%
2007 44,708,879 26.01%
2006 45,050,127 28.97%
2005 48,423,150 27.80%
2004 47,249,298 31.78%
2003 45,927,853 29.52%
2002 45,626,585 33.83%
Average 46,313,375 29.18%
Revenue Base Opportunity Housing Fund and Public Housing
Principal Payers Low and Moderate | ncome Residents

Note: Prior years data not available due to thevecsion to the Enterprise Fund Model under GASBeBtent No. 34.
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUNTY

OPERATING REVENUES BY SOURCES - UNAUDITED

LAST SEVEN YEARS ENDED JUNE 30, 2008

Dwelling Rental

Investment Income

Unrealized gains (losses)
on investments

Interest on mortgaged

construction loans receivable

Fiscal Percent of Percent of Percent of Percent of
Year Amount total Amount total Amount total Amount total

2002 % 45,626,585 33.83% $ 8,832,261 6.55% $ 1,223,382 091% $ 21,568,065 15.99%
2003 45,927,853 29.52% 7,077,255 4.55% 9,755,942 6.27% 18,173,298 11.68%
2004 47,249,298 31.78% 13,180,090 8.86% (11,187,026) -7.52% 12,564,013 8.45%
2005 48,423,150 27.80% 10,620,043 6.10% 7,766,629 4.46% 11,603,179 6.66%
2006 45,050,127 28.97% 15,319,779 9.85% (9,850,434) -6.34% 12,192,024 7.84%
2007 44,708,879 26.01% 16,949,098 9.86% (834,397) -0.49% 13,710,886 7.98%
2008 47,207,730 26.38% 12,594,626 7.04% 390,768 0.22% 17,297,737 9.67%

Management fees and Housing assistance
other income payment subsidies State and county grants Total

Fiscal Percent of Percent of Percent of Percent of
Year Amount total Amount total Amount total Amount total

2002 % 5,346,584 3.96% 45,324,925 33.60% $ 6,968,039 517% $ 134,889,841 100.00%
2003 8,718,342 5.60% 58,169,216 37.38% 7,779,100 5.00% 155,601,006 100.00%
2004 6,882,011 4.63% 72,441,741 48.72% 7,555,629 5.08% 148,685,756 100.00%
2005 11,599,202 6.66% 77,102,593 44.26% 7,084,539 4.07% 174,199,335 100.00%
2006 9,785,159 6.29% 76,106,615 48.95% 6,881,222 4.43% 155,484,492 100.00%
2007 10,485,337 6.10% 77,709,223 45.21% 9,147,060 5.32% 171,876,086 100.00%
2008 9,115,619 5.09% 82,008,713 45.83% 10,333,157 5.77% 178,948,350 100.00%

Note: Prior years data not available due to thevemsion to the Enterprise Fund Model under GAS&eBhent No. 34.
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUNTY
LONG-TERM DEBT - UNAUDITED

LAST SEVEN YEARS ENDED JUNE 30, 2008

%

Fiscal Bonds Mortage notes and Loans payable to Capitakd lease Net Assets
Year Payable loans payable Montgomery County obligatios Other Total To Debt

2002 612,475,353 $ 28,563,339 $ 28,332,367 $ 19,982,486$% 4,561,545% 693,915,090 20.71%
2003 627,338,995 33,487,265 26,222,327 19,981,118 4,622,833 711,652,538 21.95%
2004 580,346,279 43,106,686 33,196,697 19,979,535 4,302,520 680,931,717 22.31%
2005 610,493,486 39,254,052 32,832,896 19,977,946 4,674,722 707,233,102 23.05%
2006 593,664,161 38,518,098 35,730,378 20,340,383 3,726,854 691,979,874 23.19%
2007 647,651,771 40,327,022 34,086,460 20,945,760 4,630,765 747,641,778 23.22%
2008 742,169,119 44,728,335 43,467,729 20,724,750 4,933,088 856,023,021 21.65%

Note: Prior years data not available due to thevewsion to the Enterprise Fund Model under GAS&eBhent No. 34.
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PROPERTY RELATED DEBT (As of June 30, 2008)

Property Name

Purpose

Intra-Commission mortgages made from bond issues

Alexander House
Chevy Chase Lake
Diamond Square
Fairfax Court
Magruder's Discovery
Montgomery Arms
MPDUs (59)
MPDUs (64)
Pomander Court
Pooks Hill Highrise
Pooks Hill Midrise
Sligo Hills
Strathmore Court
The Glen
The Metropolitan
The Oaks at Four Corners
Timberlawn Crescent
Barclay Dev Corp.
Greenhills
Subtotal

Other Mortgages
Holiday Park
Paint Branch

Paddington Square
King Farm Village Center

Subtotal

Other Loans

General Fund (Paddington Square)

Subtotal

Notes Payable to State of Maryland
Alexander House

Diamond Square

The Glen

General Fund (Paddington Square)
State Rental Consolidated

State Rental VIl

Tanglewood

Montgomery Arms

Subtotal

Mortgage
Mortgage
Mortgage
Mortgage
Mortgage
Mortgage
Mortgage
Mortgage
Mortgage
Mortgage
Mortgage
Mortgage
Mortgage
Mortgage
Mortgage
Mortgage
Mortgage
Mortgage
Mortgage

Mortgage

Mortgage
Mortgage
Mortgage

Contribution

RHPP
RHPP
RHPP
RHPP
PHRP
PHRP
PHRP

Amount Outstanding

Property Name

Purpose

Loans from Montgomery County Revolving Funds

22,557,430.60 Brook Farm
$8,026,930
$1,656,589

Alexander House
Holiday Park Towsés

$746,000 Pooks Hill Land (Mid-rise)

$970,977  Ambassador
$9,777,773 MPDU 2004
2,806,695.51 Tanglewood

$2,400,046 General Fund (Paddington Square)

566,218.25
$14,667,737

$3,428,212
$3,113,458

$17,591,180

Subtotal

Interim Financing
terinmFinancing
Interim Financing
Interim Financing
imtEmancing
InterimalRcing
Interim Financing

Interim Financing

$6,489,071 Notes Payable to Montgomery County Government

$28,725,516
$2,972,496 Chelse®lE
5,690,219.63 Diamond Square
$10,251,928  Pooks Hill Hiig
$4,192,386 McHome
$146,630,864 Pooks Hill Midrise

Sligo Hills

Alexander House

State Rental Consolidated

State Rental VII
$1,350,000 Tanglewood
$204,007 The Glen

$7,097,983

$7,125,000  Timberaw

Montgomery Arms
Chelsea Towers
Chevy Chase Lake
$15,776,990 Hampden Lane
Dale Drive
Aspen Court
$300m, MPDU 2004

The Oaks atCaners

King Farm Village Center

$18,776,990 Jubilee Housing

375,000.00

Subtotal

ongfruction
Acquisition
Acquisition
Rehab
Acquisition
Rehab

Operating Deficit
Acquisition
Acquisition
Rehab
Home Funds
Acquisition
Acquisition
Rehab
Acquisition
Rehab
Predevelopment
Predevelopment
Acquisition
Acquisition
Acquisition
Acquisition

$2,000,000TOTAL PROPERTY RELATED DEBT

$1,211,706
$500,000
$8,795,567
$4,712,863
$100,000
$138,616

$17,833,752
75

Amount Outstanding

$21841
808,572
$62,589
$665,000
$1,558,816
$3,145,788
$2,512,500
$3,000,000

$11,971,439

$1,000,000
$1,163,725
$2,B46
$400,000
$2,005,645
$426,678

$300,000
$74,142
$1,668,050
$52,532
8893,
$2,213,324
$1,000,000

$1,750,000
$698,000
$1,250,000
$208,064
$2,444,697
$1,600,000
$795,790
$6,400,000
$526,310

$29,516,788

$224,729,832



Debt Outstanding, Issued and Retired - Fiscal Year Ended June 30, 2008

Outstanding Interest Current
Beginning Issued Retired Outstanding Expensed Maturities
Authorized Unissued of Year Prior Years This Year Prior Years This Year This Year End of Year This Year
(@) (b) © (d) (e) ® @ (h) ®
Housing Opportunities Commission:
Single Family Bonds:
1986 Series A 17,995,000 5,000 17,995,000 - 17,990,000 - - 5,000 425 -
1988 Series A 27,035,000 5,000 27,035,000 - 27,030,000 - - 5,000 381 -
1988 Series B 15,000,000 5,000 15,000,000 - 14,995,000 - - 5,000 369 -
1998 Series A - Accretions 28,145,642 28,145,642 28,145,642 1,612,468 - - - 29,758,110 1,612,468 -
1998 Series B 18,115,000 1,600,000 18,115,000 - 16,515,000 1,600,000 - - 8,574 -
2000 Series A 14,525,000 240,000 14,525,000 - 14,285,000 240,000 - - - -
2000 Series A - Accretions 6,062 6,062 6,062 66 - 6,128 - - 66 -
2001 Series A 17,590,000 3,005,000 17,590,000 - 14,585,000 350,000 - 2,655,000 121,277 405,000
2001 Series C 10,000,000 10,000,000 10,000,000 - - 10,000,000 - - 480,468 -
2002 Series A 13,200,000 6,600,000 13,200,000 - 6,600,000 1,085,000 - 5,515,000 254,402 930,000
2002 Series B - Accretions 2,344,021 2,344,019 2,344,021 140,316 - - - 2,484,335 140,316 -
2002 Series C 16,890,000 16,890,000 16,890,000 - - - - 16,890,000 596,700 -
2004 Series A 19,645,000 14,735,000 19,645,000 - 4,910,000 890,000 - 13,845,000 480,005 900,000
2004 Series B 5,355,000 3,825,000 5,355,000 - 1,530,000 440,000 - 3,385,000 190,580 425,000
2005 Series A 18,500,000 17,735,000 18,500,000 - 765,000 1,110,000 - 16,625,000 610,620 1,140,000
2005 Series B 6,500,000 5,460,000 6,500,000 - 1,040,000 730,000 - 4,730,000 275,575 380,000
2005 Series C 11,600,000 11,255,000 11,600,000 - 345,000 700,000 - 10,555,000 408,018 725,000
2005 Series D 13,400,000 13,120,000 13,400,000 - 280,000 1,745,000 - 11,375,000 642,716 40,000
2006 Series A 18,705,000 18,705,000 18,705,000 - - 605,000 - 18,100,000 667,160 1,250,000
2006 Series B 11,295,000 11,275,000 11,295,000 - 20,000 90,000 - 11,185,000 570,790 190,000
2006 Series C 18,705,000 18,705,000 18,705,000 - - 18,705,000 - - 210,327 -
2006 Series D 11,295,000 11,295,000 11,295,000 - - 11,295,000 - - 128,810 -
2007 Series A 15,875,000 15,875,000 15,875,000 - - - - 15,875,000 590,761 1,115,000
2007 Series B 19,125,000 19,125,000 19,125,000 - - 25,000 - 19,100,000 943,765 90,000
2007 Series C 1,000,000 - - 1,000,000 - - - 1,000,000 24,278 -
2007 Series D 20,000,000 - - 20,000,000 - - - 20,000,000 662,063 355,000
2007 Series E 13,000,000 - - 13,000,000 - - - 13,000,000 339,999 -
2007 Series F 10,000,000 - - 10,000,000 - - - 10,000,000 273,542 -
2008 Series A 13,205,000 - - 13,205,000 - - - 13,205,000 6,361 -
2008 Series B 3,900,000 - - 3,900,000 - - - 3,900,000 3,656 -
2008 Series C 8,450,000 - - 8,450,000 - - - 8,450,000 2,309 -
2008 Series D 17,200,000 - - 17,200,000 - - - 17,200,000 7,049 -
Draw Down 2005 157,649,999 12,875,850 107,902,343 49,747,656 95,026,493 1,422,690 - 61,200,817 1,764,847 19,076,661
SUB-TOTAL 595,250,724 242,831,573 458,748,068 138,255,506 215,916,493 51,038,817 - 330,048,262 12,018,678 27,021,661

Less: Unamortized discount 1,080,629 628,055 629,351 138,555 1,848,535

Total Single Family Bonds Payable 595,250,724 243,912,202 459,376,123 138,884,857 215,916,493 51,038,817 138,555 331,896,797 12,018,678 27,021,661
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Debt Outstanding, Issued and Retired - Fiscal Year Ended June 30, 2008

A. Long-Term Debt

Outstanding Interest Current
Date Beginning Issued Retired Refunded Outstanding Expensed Maturities
Other Long-Term Debt Issued Authorized Unissued of Year Prior Years This Year Prior Years This Year Prior Years This Year End of Year This Year
(a) (b) (©) (d) (e) (M) ()] (h) (i)
Housing Opportunities Commission:
Multi Family Bonds:
1995 Issue A 27,705,000 - - 27,705,000 - 27,705,000 - - - -
1995 Issue B 6,200,000 - - 6,200,000 - 6,200,000 - - - -
1995 Issue C 6,595,000 - - 6,595,000 - 6,595,000 - - - -
1993 Issue Il 6,505,000 - 2,100,000 6,505,000 - 4,405,000 480,000 1,620,000 95,580 510,000
1998 Issue A 12,900,000 - 11,100,000 12,900,000 - 1,800,000 300,000 10,800,000 530,498 310,000
1998 Issue Il 17,480,000 - - 17,480,000 - 17,480,000 - - - -
2002 Series A 22,325,000 - 22,325,000 22,325,000 - - - 22,325,000 1,220,060 335,000
2002 Series B 1,990,000 - 290,000 1,990,000 - 1,700,000 290,000 - 9,220 -
2002 Series C 12,965,000 - 12,965,000 12,965,000 - - - 12,965,000 369,086 -
2008 Series A - - - - 13,355,000 - - 13,355,000 66,793 -
1993 Series A 3,975,000 - 3,495,000 3,975,000 - 480,000 3,495,000 - 49,304 -
1992 Series C 4,425,000 - 2,875,000 4,425,000 - 1,550,000 90,000 2,785,000 198,843 100,000
1995 Series A 23,910,000 - 3,245,000 23,910,000 - 20,665,000 115,000 3,130,000 185,558 120,000
1996 Series A 3,625,000 - 3,000,000 3,625,000 - 625,000 80,000 2,920,000 180,385 85,000
1996 Series B 13,610,000 - 11,750,000 13,610,000 - 1,860,000 8,495,000 3,255,000 419,006 85,000
1994 Series A 14,210,000 - - 14,210,000 - 14,210,000 - - - -
1984 Series A - Accretions 585,000 - 73,119 73,119 8,453 - - 81,572 8,453 9,436
1996 Series B 25,995,000 - 23,865,000 25,995,000 - 2,130,000 23,865,000 - 584,093 -
1998 Series A 11,935,000 - 10,525,000 11,935,000 - 1,410,000 235,000 10,290,000 524,088 245,000
1998 Series B 18,905,000 - 16,010,000 18,905,000 - 2,895,000 490,000 15,520,000 797,573 510,000
2000 Series A 19,465,000 - 17,685,000 19,465,000 - 1,780,000 355,000 17,330,000 1,032,058 380,000
2000 Series B 28,600,000 - 26,180,000 28,600,000 - 2,420,000 545,000 25,635,000 1,571,130 580,000
2001 Series A 8,240,000 - 7,960,000 8,240,000 - 280,000 75,000 7,885,000 432,168 80,000
2002 Series A 8,330,000 - 7,860,000 8,330,000 - 470,000 165,000 7,695,000 354,180 165,000
2002 Series B 31,465,000 - 30,775,000 31,465,000 - 690,000 490,000 30,285,000 1,504,070 500,000
2003 Series A 20,265,000 - 19,070,000 20,265,000 - 1,195,000 405,000 18,665,000 779,880 415,000
2003 Series B 17,840,000 - 17,840,000 17,840,000 - - - 17,840,000 807,098 410,000
2006 Issue A 36,350,000 - 36,350,000 36,350,000 - - - 36,350,000 1,901,105 36,350,000
2007 Series A 19,055,000 - 19,055,000 19,055,000 - - - 19,055,000 848,856 325,000
2007 Series B - - - - 26,800,000 - 155,000 26,645,000 600,203 490,000
2007 Series C - - - - 8,220,000 - 75,000 8,145,000 196,267 270,000
2004 Series A 13,700,000 - 13,700,000 13,700,000 - - - 13,700,000 593,945 250,000
2004 Series B 4,085,000 - 4,035,000 4,085,000 - 50,000 40,000 3,995,000 187,253 40,000
2004 Series C 19,460,000 - 19,280,000 19,460,000 - 180,000 375,000 18,905,000 913,928 385,000
2004 Series D 14,110,000 - 13,980,000 14,110,000 - 130,000 265,000 13,715,000 700,145 275,000
2005 Series A 12,035,000 - 11,780,000 12,035,000 - 255,000 365,000 11,415,000 460,995 375,000
2005 Series B 6,200,000 - 6,005,000 6,200,000 - 195,000 130,000 5,875,000 176,727 140,000
2005 Series C 31,985,000 - 31,135,000 31,985,000 - 850,000 595,000 30,540,000 864,305 615,000
SUB-TOTAL 527,025,000 - 406,308,119 526,513,119 48,383,453 120,205,000 41,970,000 - - 412,721,572 19,162,849 44,354,436

Less: Unamortized discount (2,449,250) - (2,449,250)

Total Multi Family Bonds Payable 527,025,000 - 403,858,869 526,513,119 48,383,453 120,205,000 41,970,000 - - 410,272,322 19,162,849 44,354,436
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MULTI-FAMILY HOUSING BONDS (As of June 30, 2008)

Bond Series

Current Property Name

Non-Obligation Bond Issues:

Multi-Family Housing Revenue Bond:

1991 Issue.
1996 Issue.
1996 Issue
1996 Issue
2001 Issue.
2003 Issue.
2004 Issue.
2004 Issue
2004 Issue
2005 Issue
2006 Issue.
2006 Issue

Multi-Family Housing Revenue Refunding Bond

Oakwood-Gaithersbu
Wynnfield

Oak Mill'll

Avalon Knoll Apts./Chas
Aston Wood
Randolph Manc
Olney Mano

Blair Part

Cloppers Mil
Oakfielc

Covenant Villag
Covenant Villag

2001 Isssue Draper Lan
2001 Isssue Draper Lan
2001 Isssue Draper Lan

Variable Housing Revenue Bonc

1985 Issue
1993 Issue
1997 Issue
1998 Issue

SUBTOTAL

Falkland Apartmen
Windsor Coul

The Grani

Byron Housin

Owner

Private
Private
Private
Private
Private
Private
Private
Private
Private
Private
Private
Private

Private
Private
Private

Private
Private
Private
Private

78

Final
Maturity

11/1/200°
5/1/202¢
5/1/202¢
7/1/202¢
5/15/203:
8/1/204¢
1/1/204¢
10/15/203!
7/1/204¢
7/1/203¢
12/1/204¢
2/1/200¢

3/1/204(
3/1/204(
3/1/204(

12/1/203(
11/1/202:
6/1/203(
9/1/202:

Amount Issued

$48,220,00
$31,680,00
$9,600,00
$14,130,00
$13,000,00
$5,500,00
$7,000,00
$2,700,00
$7,800,00
$38,000,00
$6,418,00
$1,182,00

$35,000,00
$11,000,00
$6,000,00

$24,695,00
$20,200,00
$54,000,00

$2,319,00

$338,444,00

Amount Outstanding

$48,220,00
$31,680,00
$9,600,00
$11,670,00
$13,000,00
$5,413,81
$6,907,76
$2,203,46
$7,719,85
$38,000,00
$6,418,00
$1,182,00

$35,000,00
$11,000,00
$6,000,00

$24,695,00
$20,200,00
$57,000,00

$1,889,00

$337,798,90



HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY
NUMBER OF UNITS BY PROGRAM-UNAUDITED
LAST SEVEN YEARS ENDED JUNE 30, 2008

Public Housing Public Housing Opportunity  Transitional Specialized Component
Fiscal Year Rental Homeownership Section 8 Housing Housi Programs Units Total
2002 1,547 16 4,874 3,041 158 315 1283 11,234
2003 1,545 12 5,751 3,056 158 330 1283 12,135
2004 1,545 12 5,804 3,088 158 330 1251 12,188
2005 1,537 11 5,692 3,047 151 355 1491 12,284
2006 1,539 11 5,436 2,842 151 405 1653 12,037
2007 1,539 11 5,674 2,853 165 402 1653 12,297
2008 1,544 11 5,754 3,049 165 430 1621 12,574
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY

Property Characteristics and Dwelling Unit Compositon

June 30, 2008

Public Housing

Number of

Name of development Address units

Elderly Communities
Arcola Towers 1135 University Boulevard, Silver Spring MD 20902 141
Elizabeth House 1400 Fenwick Avenue, Silver Spring, MD 20910 160
Holly Hall Apartments 10110 New Hampshire Avenue, Silver Spring, MD 20903 96
Waverly House 4521 East West Highway, Bethesda MD 20814 158
Total Elderly Communities 555
Family Communities
Emory Grove Village 8211 Morningview Drive, Gaithersburg, MD 20877 54
Sandy Spring 1 Branchwood Court, Sandy Spring, MD 20860 55
Seneca Ridge 11400 Scenery Drive, Germantown, MD 20876 71
Tobytown 90 Monroe Street, Rockville, MD 20850 11
Towne Centre Place 3502 Morningwood Drive, Olney, MD 20832 49
Washington Square 8343 Fairhaven Drive, Gaithersburg, MD 20877 50
Total Family Communities 290
Scattered Units
Scattered Site Central various addresses spread throughout Montgomery County 134
Scattered Site East various addresses spread throughout Montgomery County 108
Scattered Site Gaithersburg various addresses spread throughout Montgomery County 137
Scattered Site North various addresses spread throughout Montgomery County 139
Scattered Site West various addresses spread throughout Montgomery County 149
Ken Gar various addresses spread throughout Montgomery County 19
Parkway Woods various addresses spread throughout Montgomery County 24
Total units - Scattered units 710
Total units - Public Housing 1,555
Housing Choice Voucher/Transitional Housing

Number of

Name of development Address units
Housing Choice Vouchers Various 5,754
Transitional Housing Programs Various 165
Specialized Programs Various 430
Total units - Housing Choice Voucher/Transitional Housing 6,349
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY

Property Characteristics and Dwelling Unit Compositon

June 30, 2008

Opportunity Housing

Number of
Name of development Address units

Elderly Communities
The Oaks @ Four Corners 321 University Boulevard, West, Silver Spring, MD 20901 120
Total Elderly Communities 120

Family Communities
Tanglewood 8902 Manchester Road, Silver Spring. MD 20901 81
Magruder's Discovery 10508 Westlake Drive, Bethesda, MD 20817 134
Chelsea Towers 21
Sligo Hills 8902 Manchester Road, Silver Spring, MD 20901 50
Pomander Court 1620 University Boulevard West, Silver Spring, MD 20802 24
Paddington Square 8800 Lanier Drive, Silver Spring, MD 20910 166
Fairfax Court 1 Fairfax Court, Chevy Chase, MD 20815 18
Pooks Hill High-Rise 3 Pooks Hill Road, Bethesda, MD 20814 189
Pooks Hill Mid-Rise 3 Pooks Hill Road, Bethesda, MD 20814 50
Greenbhills 10572 Tralee Terrace, Damascus, MD 20872 78
Strathmore Court @ White Flint 5440 Marinelli Drive, North Bethesda, MD 20852 151
Westwood Towers 5401 Westbard Avenue, Bethesda, MD 20816 212
The Glen 2399 Jones Lane, Wheaton, MD 20902 90
Diamond Square 80 Bureau Drive, Gaithersburg, MD 20878 124
Alexander House 8560 Second Avenue, Silver Spring, MD 20910 311
The Metropolitan 7600 Old Georgetown Road, Bethesda, MD 20814 216
Timberlawn 5707 Luxumburg Street, Rockville, MD 20852 107
Montgomery Arms 8627 Fenton Street, Silver Spring, MD 20910 129
Chevy Chase Lake 3719 Chevy Chase lake, Chevy Chase, MD 20815 68
The Barclay 4716 Bradley Boulevard, Chevy Chase, MD 20815 76
Total Family Communities 2,295

Scattered Units

McHome various addresses spread throughout Montgomery County 36
Holiday Park various addresses spread throughout Montgomery County 20
Montgomery Homes Limited Partnership | various addresses spread throughout Montgomery County 30
Montgomery Homes Limited Partnership Ill various addresses spread throughout Montgomery County 44
Montgomery Homes Limited Partnership IV various addresses spread throughout Montgomery County 60
Montgomery Homes Limited Partnership V various addresses spread throughout Montgomery County 27
Paint Branch various addresses spread throughout Montgomery County 14
McKendree various addresses spread throughout Montgomery County 23
MPDU | various addresses spread throughout Montgomery County 64
State Rental Combined various addresses spread throughout Montgomery County 196
MPDU Il various addresses spread throughout Montgomery County 23
MPDU Il various addresses spread throughout Montgomery County 59
MPDU 2007 various addresses spread throughout Montgomery County 38
Total units - Scattered units 634
Total units - Opportunity Housing 3,049
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY

Property Characteristics and Dwelling Unit Compositon

June 30, 2008

Component Units

Number of

Name of development Address units

Family Communities

Manchester Manor Apartments, LP 8401 Manchester Road, Silver Spring MD 20901 53
Strathmore Court, LP 5440 Marinelli Drive, North Bethesda, MD 20852 51
The Metropolitan of Bethesda, LP 7600 Old Georgetown Road, Bethesda, MD 20814 92
Shady Grove Apartments, LP 16525 Crabbs Branch Way, Derwood, MD 20855 144
The Willows of Gaithersburg Associates, LP 407 West Diamond Avenue, Gaithersburg, MD 20877 195
MV Affordable Housing Associates LP 9310 Merust Lane, Gaithersburg, MD 20874 94
Georgian Court Silver Spring LP 3600 Bel Pre Road, Silver Spring, MD 20906 147
Barclay One Associates LP 4716 Bradley Boulevard, Chevy Chase, MD 20815 81
Spring Garden One Associates LP 8007A Eastern Avenue, Silver Spring, MD 20910 83
Ambassador One Associates LP 2715 University Boulevard West, Silver Spring, MD 20902 162
Forest Oak Towers LP 175
Scattered Units 1,277
Montgomery Homes Limited Partnership Il various addresses spread throughout Montgomery County 54
Montgomery Homes Limited Partnership VI-A various addresses spread throughout Montgomery County 15
Montgomery Homes Limited Partnership VII various addresses spread throughout Montgomery County 35
Montgomery Homes Limited Partnership VIII various addresses spread throughout Montgomery County 49
Montgomery Homes Limited Partnership IX - Pond Ridge 18100 Pond Ridge Court, Olney, MD 20832 40
Montgomery Homes Limited Partnership IX - MPDU units various addresses spread throughout Montgomery County 76
Montgomery Homes Limited Partnership X various addresses spread throughout Montgomery County 75
344
Total units - Component Units 1,621
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY
REGULAR STAFF HEADCOUNT BY DEPARTMENT - UNAUDITED
LAST SEVEN YEARS ENDED JUNE 30, 2008

Housing Housing Mortgage Real Rental
Fiscal year Executive Finance Management Resources fRince Estate Assistance
2002 39.20 44.10 120.70 0.00 10.50 8.00 46.25
2003 36.70 44.10 121.35 0.00 10.50 9.00 58.75
2004 38.70 42.10 120.35 0.00 11.50 10.00 47.75
2005 38.70 44.10 126.35 0.00 13.50 10.00 41.00
2006 38.60 43.00 124.35 0.00 13.50 10.00 40.00
2007 41.00 42.00 125.35 0.00 13.50 12.00 42.00
2008 40.00 42.00 126.60 53.60 14.50 10.00 42.00

Note: Staff headcount is expressed in terms oftiiolé equivalent work years.
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Resident
Services
67.55
71.55
75.40
76.90
77.40
80.50
84.60

Total

336.30
351.95
345.80
350.55
346.85
356.35
413.30



HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY
Demographics & Economic Statistics
Last Six Years Ended December 31, 2007
Montgomery County, MD

Median Per Capita Income Per Capita Income Civilian Labor Force Employment Unemployment
Year Population Age Households (current dollars)  (constant 2000$) Number % of Pop 16+ Number % of Pop 16+ Number DLLR Rate
1) 1) 1) 2 2 1) 1) 3)
2002 900,706 37.1 334,069 $51,991 $50,212 500,729 71.7% 475,441 68.1% 25,288 3.3
2003 909,411 38.0 336,613 $53,219 $50,398 494,030 70.2% 470,157 66.9% 23,873 3.2
2004 912,279 38.0 337,838 $56,670 $52,282 499,000 71.0% 475,522 67.7% 23,478 3.1
2005 918,046 38.3 344,038 $60,389 $54,118 505,157 70.6% 479,077 67.5% 22,308 2.8
2006 932,131 38.4 341,438 $63,753 $55,595 515,757 70.7% 495,236 67.8% 20,521 2.7
2007 930,813 38.9 343,540 @) (4) 521,226 71.3% 500,870 68.6% 20,356 3.0

(1) Population and employment data from the American Community Survey series, U.S. Census Bureau.
(2) Per capitaincome data prepared by the Maryland Department of Planning, Planning Data Services, from U.S. BEA, May 2008.
(3) Unemployment rate from Civilian Labor Force, Employment & Unemployment by Place of Residence (LAUS) - Montgomery County; Department of Labor, Licensing and Regulation (DLLR)
(4) Per capitaincome for 2007 not yet released.
Data table compiled by Research & Technology Center, Montgomery County Planning Department, M-NCPPC (12/08 v2).
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HOUSING OPPORTUNITIES COMMISSION OF MONTGOMERY COUN TY
PERMITS ISSUED TO CONSTRUCT NEW RESIDENTIAL UNITS | N MONTGOMERY COUNTY, MD
LAST SIX YEARS ENDED DECEMBER 31, 2007

Year  Dwelling Units Construction Cost

2002 4,653 $502,978,600
2003 4,428 $440,212,306
2004 3,821 $561,183,552
2005 3,591 $717,384,014
2006 3,031 $574,209,600
2007 3,459 $664,048,150

Source: U. S. Bureau of the Census
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# of

Income Source Households
Business 10
Child Support 272
Federal Wage 1
General Assistance 9
Indian 2
Medical Reimburse 2
Military 1
No Income Reported 21
Other Non-Wage Income 165
Pension 109
Social Security 530
SSI 527
TANF 15
Unemployment 16
|Wages 898

Income Ranges

$5,000 -
$9,999

Average Length of Stay for Current

$10,000 - $15,000 - $20,000 - $25,000 - $30,000 -
$14,999 $19,999 $24,999 $29,999 $34,999

Tenants (in Years) 8
Gender Male Female Total
Count of Head of Household 316 1180 1496
% of Head of Households 21.12%]| 78.88%
Count of All Family Members 1320 2304 3624]
% of All Family Members 36.42%| 63.58%
Disabled
Count of Head of Household 277
Count of All Family Members 362

$35,000 - $40,000 -
$39,999

$44,999

Public

All Properties
As of 12/31/2008

Housing Statistics

Seniors Under 62 62 +
Count of HOH 896 600
% of HOH 60.95%]| 40.82%
Count All Members 2887 737
% All Members 79.66%| 20.34%

$45,000 -
$49,999

$50,000 -

Over
$75,000 $75,000

Totals

# of Families 201 443 224 132 113 94 89 78 31 27 58 6 1496
Average Income in Range $ 1728|$ 7,618 |$12,258 | $17,434 | $ 22,300 | $27,401 | $32,637 | $ 37,501 | $42,176 | $ 47,117 | $59,507 | $91,272 | $12,437
Cumulative % of Families 13.44%| 43.05%| 58.02%| 66.84%| 74.40%| 80.68%| 86.63%| 91.84%| 93.92% 95.72%| 99.60%] 100.00%

Age Ranges

40-49

50-61

90 +

Count of Head of Household

116

228

298

250

147

293

138 22 1496

Count of All Family Members

244

286 315

285

364

307

193

358

163 23 3624

Pacific
Islander

American
Indian

Not
Reported

Ethnicity

Hispanic

Hispanic

Non-

Not
Reported

Count of Head of Household 475 844 1 180 3 0 217 1279 0
% of Head of Household 31.60%] 56.15% 0.07%| 11.98% 0.20% 0.00% 14.51%| 85.49% 0.00%
Count of All Family Members 1074 2305 2 353 10 10 531 3050 43
% of All Family Members 28.61%] 61.40% 0.05% 9.40% 0.27% 0.27% 14.65%| 84.16% 1.19%

Family Size Occupied Average Family
by Bedroom Size Units 1 Person 2 People 3 People 4 People 5People 6 People 7 People 8+ People Size
Efficiency 46 41 41 0 0 0 0 0 0 0 1.0 Person
1 Bedroom 497 484 396 88 0 0 0 0 0 0 1.2 People
2 Bedrooms 302 286 71 155 49 10 1 0 0 0 2.0 People
3 Bedrooms 584 567 45 84 194 149 77 15 2 1 3.3 People
4 Bedrooms 122 114 4 15 11 19 27 26 10 2 4.6 People
5 Bedrooms 4 4 0 0 0 0 1 0 1 2 7.0 People
1555 1496 557 342 254 178 106 41 13 5 2.4 People
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# of Average Length of Stay for Current
Income Source Households Tenants (in Years) N/A Housing Choice Voucher
Business 0 Statistics
Child Support 0 As of 1/15/2009
Federal Wage 0 Gender Male Female Total
General Assistance 0 Count of Head of Household 1,032 4,448 5,480
Indian 0 % of Head of Households 18.83%] 81.17%
Medical Reimburse 0
Military 0 Count of All Family Members 5,165 8,753 13,918 | Seniors Under 62 62 +
No Income Reported 0 % of All Family Members 37.11%| 62.89% Count of HOH 4,464 1,016
Other Non-Wage Income 0 % of HOH 81.46%| 18.54%
Pension 0
Social Security 0 Count of Head of Household 49 Count All Members 12,670 1,248
SSi 0 Count of All Family Members 53 % All Members 91.03% 8.97%
TANF 0
Unemployment 0
Wages 0
$5,000 - $10,000 - $15,000- $20,000 - $25,000 - $30,000 - $35,000- $40,000- $45,000- $50,000- Over
Income Ranges $9,999 $14,999 $19,999 $24,999 $29,999 $34,999 $39,999 $44,999 $49,999 $75,000 $75,000 Totals
# of Families 815 1,484 830 569 417 402 352 259 352 - - - 5,480
Average Income in Range $ 1,710|$ 7,751 | $12,317 | $17,342 | $22,460 | $27,491 [ $32,295| $ 37,283 | $48,019 | $ -13 -1$ -| 16,666
Cumulative % of Families 14.87%| 41.95%| 57.10%| 67.48%] 75.09%] 82.43%| 88.85%] 93.58%| 100.00%| 100.00%| 100.00%] 100.00%

Age Ranges 40-49 50-61 62-69 70-79 80-89 90 + Totals

Count of Head of Household 0 0 0 20 683 1,310 1,306 1,145 373 369 274 0 5,480
Count of All Family Members 1,502 2,524 1,965 1,308 1,146 1,479 1,461 1,285 457 476 267 48] 13,918

Pacific Non- Not

American

Indian Islander ~ Multiple Ethnicity Hispanic Hispanic Reported
Count of Head of Household 1,454 3,668 42 304 5 7 620 4,860 0
% of Head of Household 26.53%| 66.93% 0.77% 5.55% 0.09% 0.13% 11.31%| 88.69% 0.00%
Count of All Family Members 2,894 10,163 73 635 18 135 1,534 12,198 186
% of All Family Members 20.79%] 73.02% 0.52% 4.56% 0.13% 0.97% 11.02%| 87.64% 1.34%

Family Size # of HCV Occupied Average Family
by Bedroom Size Units Units 1 Person 2 People 3 People 4 People 5 People 6 People 7 People 8+ People Size
Efficiency 0 75 65 7 2 1 0 0 0 0 1.2 Person
1 Bedroom 0 1,478 1,338 135 4 1 0 0 0 0 1.1 People
2 Bedrooms 0 1,996 365 982 517 111 21 0 0 0 2.2 People
3 Bedrooms 0 1,565 34 191 456 527 292 57 7 1 3.7 People
4 Bedrooms 0 311 6 10 31 62 67 75 44 16 5.1 People
5 Bedrooms 0 46 0 1 0 4 3 7 10 21 6.8 People
6 Bedrooms 9 0 0 0 0 0 0 0 9 8.0 People
ol 5480 1,808] 1326] 1010 706 383 139 61 47 2.5 People
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